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LETTER AROM THE GHAIRPERON

'Ib all Alaskans:

The year 2002 marked the 27th year of existence for the Alaska Municipal Bond Bank Authority
(Bond Bank). Since its inception in August of 1975, the Bond Bank has helped Alaskan communi-
ties secure over halfa billion dollars in financing for public works projects that have improved the
standards of health, safety and education for our citizens. The municipalities using the sendees
ofthe Bond Bank have realized significant savings, reducing the burden ¢ ataxpayers throughout
the state.

The Bond Bank was created to assist Alaskan communities issue bonds. Some communities simply
lack familiarity with the financial markets, others seek to reduce the cost of issuing bonds, and
some municipalities find they can get better terms on bonds issued by the Bond Bank.

The Bond Bank realizes savings for communities ina number ofways. YA£ pool bonds, selling much
larger “ssues than any one community would, thereby creating economies ofscale. Because of our
level of activity, we contract for professional services at a lower cost than could less active bond
issuers. The Bond Bank also has a better credit rating than is available to most communities.

The Bond Bank provides services to urban and rural communities in even-region of the State as
demonstrated bva review of the financial information that follows.

Beginning in 1977, the Bond Bank has remitted to the State of Alaska annual investment earn-
ings in excess of operating needs. At S23.8 million, those remittance now exceed, by over S5.2
million, the $18.6 million appropriated by the State of Alaska to the Bond Bank between the
years 1976 and 1986.

Fiscal year 2002 saw a continuation of the trend of increased use of the Bond Bank. Five series
of bonds were issued for over $39 million for projects in four Alaskan communities. Bond Bank
participation in these transactions is estimated to have saved almost S3 million.

The Bond Bank is indeed an idea that works, an example of the benefits that can he realized

through gootl government.

Inaccordance with Alaska Statute ++.85.100, we respectfully submitthe attached year 2002 report

of the activities and financial condition of the Bond Bank.

We hope you share with us our pride in the Bond Banks accomplishments this outstanding

tear.

Sincerely,

R. Desmond Mayo

2002 ANNIJAI RfPORI
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THE ALASKA MUNIAPAL BOND BANK AUTHORS

The Bond Bank is a public corporation that aids
Alaskan communities by issuing bonds, and using the
the proceeds to purchase the municipalities’ general
obligation and revenue bonds. It commenced opera-
tions in August 1975.

The Bond Bank has a legal existence independentof
and separate from the State of Alaska. Bonds issued
by the Bond Bank are payable only from Bond Bank
funds. The State has pledged its moral obligation to
the maintenance ofa debtservice reserve for all of the
Bond Bankks honds. (For more information please see

Notes to Financial Statements.)

'File powers ofthe Bond Bank are vested in its Board
of Directors. The membership ofthe Board consists of
live directors representing both the public and private

sector. The three private sector board members arc

appointed by the Governorand serve lour-year terms.
They are joined on the Board by the Commissioner
of Revenue and the Commissioner of Community &
Economic Development (or their assigned represen-

tatives).

The Board of Directors operates in accordance with
the Bond Bank Act (AS 44.85), its published regula-
tions (15 AAC144) and its by-laws. The board’s main

responsibility is *oapprove bond issues.

The Bond Bank may not issue revenue bonds in excess
of S50 million in any fiscal year unless the Alaska Leg-
islature approves a greater amount. The Bond Bank is
further restricted to a limit of S300 million of bonds
or notes outstanding. Asofjune 30,2002, obligations
totaled S221 million, allowing for additional bond is-

suances of approximately S79 million.

F.V ASTff4
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AN IDEA THAT WRS

The Bond Bank pays its own way. The Bond Banks
resei /c accounts serve to both guarantee the bonds and
provide investment income. All of the Bond Bank}
costs are paid from these investment earnings. The
earnings from its investment accounts exceeded ex-
penses by S614,674 during the fiscal year endingJune
30, 2002. Such excess binds are payable to the State
of Alaska. Every year since 1977 the Bond Bank has
returned excess earnings to the State for a cumulative
total of S23.8 million, exceeding by over S5.2 million
the States original investment of $18.6 million (ap-
propriated in the years 1976 through 1986).

Alaskas investment in the Bond Bank is compounded

in other wavs.

Alaskan communities taking advantage of the Bond
Banks services realize considerable savings. These

communities may have low bond ratings or, although

credit worthy, have notissued bonds or notes, or h.,ve
little outstanding debt, and lack investor familiarity.

Some larger communities, capable ofissuing theirown
bonds, find that the Bond Banks services result in less

expense, especially for small bond issues.

In addition to the annual dividends received from the
Bond Bank, it costs the State of Alaska less money to
reimburse communities for such capital projects as
schools built with funds provided by Bond Bank issues.
Since bonding expenses for Alaskan communities are
less than they would be otherwise, the interestexpense
is less for the State.

The Bond Bank operates efficiently. Department of
Revenue staff serve as executive director and provide
accountingsupport. Where economies ofscale dictate,
the Bond Bank hires outside professional staff.

AMULATMVE AAFROARATIONS COMARD TOAUMUATIMVE EXCESS EARNINGS RETURNED TO SIAIE

AIRWD
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Relurned lo State - $23,790,698

Appropriations - $18,601,413

WA A A w
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HAPING ALASKAN COVMLNITIES

‘I'ne Bond Bank is organized to work with all Alaska
municipalities, especially new and infrequentissuersof
debt for capital projects. From the time a municipality
contacts the Bond Bank, legal and financial profession-
als with extensive experience in Alaska financing begin
working with municipal managers to develop the most

advantageous financing program for the community.

If it becomes clear that debt financing through the
Bond Bank is neither possible nor appropriate, for any

particular municipality, the Bond Bank will continue

to work with the municipalitys administration to find
other means or ways of meeting their financial objec-
tives.

In mostinstances the Bond Bank is able to relieve mu-
nicipalities from paying certain costs ofissuing bonds,
such as official statement printing, trustee and paying
agent fees. For this reason, even lartre communities
with a track record of issuing bonds occasionally seek
the services provided by the Bond Bank,
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ISSUNG BONCS

The Bond Bank issues mostly tax exempt bonds. Pur-
chasers of these bonds, including bond mutual funds,
institutional investors, and insurance companies do not

have to pay taxes on the income received.

Each individual issue of the Bond Bank is reviewed by
Moodys Investors Service and Standard and Poor}

Corporation.

Because die Bond Bank has received “A” ratings, consid-
ered “investment grade,” from these two major national
bond rating agencies, itisable to borrow money at lower
interest rates than most Alaskan municipalities.

In addition, when it is economical and cost effective
to do so. the Bond Bank obtains bond insurance, and

thereby secures “AAA” ratings,

The Bond Bank strengthens its portfolio by including
Alaskan communities widely distributed geographi-
cally, with different economic bases, and limiting
the total percentage of bonds committed to any tine

municipality.

The Bond Bank often pools municipal general obliga-
tion bond issues into asingle issue. Following the sale
of the issue, the Bond Bank purchases the individual

issues from each community.

LEVERAGING STAIE DALLAS

An important reason for the Bond Banks favorable
bond rating and lower borrowing costs is that it secures
its bonds with reserve funds supported by the “moral
obligation" ofthe State of Alaska.

The res*1- e funds are available to cure defaults, should
they occur. For General Obligation Bonds, two-thirds
ofthe reserve >funded from bond hank assets and one-
third is funded from the proceeds of new bond issues.

The reserve fund isnormally used to leverage debt at
better than an eleven to one ratio. For every SI million
placed in the reserve fund, more than Si 1 million of
outside capital is attracted to the state.

1$67,921,000

QRN ANANONGS

fy 2002 BN IS D

$1,725,000

REVENUE BONDS 2001 SERIES A
Ketchikan Gateway Borough

Borough's share of new ferry for airport access
Filch AAA: Standard & Poor's AAA

Competitive sale; 17 year;

True Interest Cost 4.6762%

52,525,000

REVENUE BONDS 2001 SERIES B
Ketchikan Gateway Borough

Ketchikan airport terminal Improvements
Fitch AAA: Standard & Poor's AAA
Competitive sale; 17 year;

True Interest Cost 4.9795%

$15,475,000

GENERAL OBLIGATION BONDS 2001 SERIES A
Northwest Arctic Borough

School construction in Kiana and Selawik

Moody’s AAA: Standard & Poor's AAA

Competitive sale; 20 year;

True Interest Cost 4.7986%

$3,835,000

GENERAL OBLIGATION BONDS 2001 SERIES B
Aleutians East Borough - School construction In
Akutan & False Pass. Dock construction In Akutan
Moody’s AAA: Standard & Poor's AAA

Competitive Sale: 20 year,

True Interest Cost 4.5002%

$15,445,000

GENERAL OBLIGATION BONDS 2002 SERIES A
Cily ofWasilla

Meeting, hockey, and recreation facility

Moody's AAA: Standard & Poor's AAA

Competitive sale; ]0 year;

True Interest Cost 4.0378%

2002 ANNUAI RFPORI
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CH\ERAL CBLIGATION BN

Municipal general obligation bonds, the Bond Banks
mainstream program, are usually issued to finance
facilities that do not generate revenue, such as schools,
roads, public safety and municipal buildings. Such

bonds must lie approved by the municipal voters.

Bonds issued by the Bond Bank to purchase municipal
general obligation bonds are secured by:

e Fullfaith and credit ofeach respective community
with no taxing limitation for the general bonded
debt issued to the Bond Bank.

« The Bond Banks general obligation debt service
reserve fund. This reserve is generally funded in
an amountequal to maximum annual debt service

on all the Bond Bank general obligation bonds.

« All Bond Bank assets shall he used to restore the
debt service reserve to an amount that equals the
maximum annual debt service on the Bond Bank

bonds.

« The statutory right ofthe Bond Bank, in the event
ofdefault, to demand and receive any funds held by
a state agency which are payable to the defaulting

municipality.

e The moril obligation of the State of Alaska to

maintain the debtservice reserves at their required

RBVENLE BONDG

Revenue Bonds are used to finance revenue-producing
capital improvements such as utility or port facilities.
Because they are not secured by amunicipalitys taxing
power, such bonds do notnormally require municipal

voter approval.

Bonds issued by the Bond Bank to purchase municipal

revenue bonds are secured by:

« A pledge of the revenues from the facility being

financed.

e The municipalities’ reserve fund under their bond
resolutions. The reserve fund generally is funded in
an amount equal to maximum annual debt service

on the municipalities’ bonds.

« The Bond Bank reserve fund under the bond reso-
lution for that issue. The reserve fund generally is
funded inan amountequal to maximum annual debt

service on the Bond Bank bonds.

e The statutor)’right of the Bond Bank, in the event
of a default, to demand and receive from a state
agency any funds held by that state agency which

are payable to the defaulting municipality.

e The moral obligation of the State of Alaska to
maintain the debt service reserves at their required

levels.

levels.
Poits X [Liiltws [P
EST-BND 531120000 T Jg
PPfIfFFFIK — 56,71>000
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REFUNDINGS MpwEge0o e $25365,01)0
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SR8 0 5228,407.000
st il Hospitals
EL.86550100 S27,800000
Utllitles Municipal
geLSLZ®2 S, 105,000
Water X Sewer
$31,103,119
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SIMVIRY Or D8I SHRIGE

SOHTOULE OF TOIAL DEBT SERVICE BY ALASSIHCATION Al TUNE 30,2002

1976 AANERAL BOND RESOLULION RLND PRINCIPAL
1992 SERIES A S 1,015,000
1992 SERIES B 1,020,000
1993 SERIES A Isl Issue 4,570.000
1993 SERIES A 2nd Issue 790.000
1993 SERIES A 3rd Issue 4,645.000
1993 SERIES B 720,000
1993 SERIES C 200,000
1994 SERIES A 865,000
1995 SERIES A 7,595,000
1995 SERIES B 1,140,000
1995 SERIES C 2.660,000
1995 SERIES 0 1,595,000
1996 SERIES A 2,275,000
1996 SERIES B 6,525,000
1997 SERIES A 895,000
1997 SERIES B 10,200,000
1998 SERIES A 7,420,000
1998 SERIES B 3.045,000
1999 SERIES A 11.900,000
2000 SERIES A 9,145,000
2000 SERIES B 10,045,000
2000 SERIES C 21.845.000
2000 SERIES D 1.750,000
2000 SERIES E 15,095,000
2000 SERIES E 1,095,000
2001 SERIES A 15,475,000
2001 SERIES B 3,835,000
2002 SERIES A 15,455,000
163,115,000
COASIAI ENERGy IMPAC) PROGRAM REVENLE BONCB
Coastal Enerijy Reserve Loan Fund 11,095,878
1990 Revenue Bond Resolution Fund 860,000
1993A Revenue Bond Resolution Fund 3,645,000
1993B Revenue Bond Resolulion Fund 1,385,000
1993C Revenue Bond Resolution Fund 905,000
1995A Revenue Bond Resolution Fund 2,730,000
1997A Revenue Bond Resolulion Fund 15,225,000
199SA Revenue Bond Resolution Fund 8,965,000
199SB Revenue Bond Resolulion Fund 1,890,000
1999A Revenue Bond Resolution Fund 1,865,000
2000A Revenue Bond Resolution Fund 1,675.000
2000B Revenue Bond Resolulion Fund 3,000,000
2001A Revenue Bond Resolulion Fund 1,725,000
2001B Revenue Rond Resolulion Fund 2,525,000

S 220.605,878
SUMMVIy CF 101 A4 OFBI SERVCE REQUIREMVENIS By FASCAL VAR

riISCALYEAR PRINCIPAL

2003 17,215.000
2004 17,660,000
2005 21.890.000
2006 16,775,000
2007 12,010,000
2008-2012 62,300,000
2013-2017 43.770,000
2018-2022 28.350,000
2023-2024 <»35.878

S 220,605.878

2002 ANNUM RI.PORT

INTEREST

S 31,973
705,816
368,878
190,713
809,879

36,325
9,675
70,320
1,429,509
517,923
342,096
675,491
255361
2061,902
139,725
4,764,879
2,338,612
567,401
5,400.268
4,268,697
6,364,414
13,767,509
1.133,792
4,796,447
435.263
8,474.586
2,078,486
4,134,922

67.170.562

6,367,348
450,194
382,673
309.350

44,490

1,181,713

8,120,491

2,177,851
301,176

1,108,608
229.392

1,839.392
797,526

1,244,109

S 91,725,175

INTEREST

9,728,909
9.256.600
11,894,538
7,907.055
7,168,983
27.647,757
13,871.525
3,805,686
414.122

S 91.725,175

TOTAL

S 1,046,973
1,725,816
4,93i <78
980,713
5,454,879
756,325
209,675
935,320
9,024,509
1.657,923
3,002,096
2.270,491
2,530,361
S,886.902
1,034.725
14,964,879
10,758,612
3.612,401
17,300.268
13,413,697
16,409,414
35,612,509
2.8S3.792
19,891,447
1,530,263
23,949,586
5.913.456
19,589,922

230,285,862

17.493,226
1.310,19-1
4,027.673
1.694,350

949,490
3,911,713

23,345,491

11,142,851
2.191,176
2,973,608
1,904,392
4,839,392
2,522,526
3.769.109

S 312.331,053

TOLAL.

20,943,909
26,946,600
33,784,538
24,682,055
19.178,983
89,947,757
57.611,525
32.155,686

1,050,000

S 312331,053



SL

THE BOND BANK K<

10

/AUl m

THE BOND BANK H'S AMVE
ORECTORS GONSSTING - THRE
RALIC MEVERS ARONTED By THE
GOHNR THE CMMSIONR F
RBVENLE AND THE CMMSEONR
r COMMINITY AND EEONMC

THE COMMSIONERS FNE
TRAOITIONALLY AFRAINTED
HEGAES TOFRE INTHR

ALASKA MHNK IPAI

THE BOAD OF DIRECTCRS

R IEVOD'TEY" MO

Chaimean

famexpire! July 15 2003

Air. Mayo is the Finance Manager
and ChiefFinancial Officer lor Mu-
nicipal Lightand Powerin Anchor-
age, Alaska. Prior to this, Mr. Alayo
was the Corporate Controller for
Alvcska Pipeline Service Company
for four years and the Director of
Finance and Chief Financial Of-
ficer for the Matanuska-Susitna
Borough, Alaska for ten years. His
duties at the Maianuska-Susitna
Borough included bonding, cash
management, budgeting, and tax
collection. From 1979 through
1987, Air. Mayo worked for an in-
ternational CPA firm, controller for
a real estate developmentcompany
and then comptroller for the M ata-
nuska-Susitna Borough. Mr. Alayo
graduated from the University of
Alaska and has attended graduate
classes at Alaska Pacific University.
Air. Alayo has served as an appoin-
tee by Governor Knowles to the
Alaska State Pension Investment
Board; and he also served on the
Governor’s Fiscal Policy Transition
'leant. Air. Alayo lias also served on
the hoards of the United Way of
M atanuska-Susitna Borough and

I labitat for Ilumanitv Mat-Su.

r>.; -JOB

MRKHHHR

M Qeimen

Famexpires July 15 2005

Mr. PfclTerwas appointed October
10,2001. Air. Pfefferisa registered
architect who has owned and led
an architectural practice in Alaska
for over 20 years. |ie is active in
the development, design and man-
agementofcommercial real estate
projects, many of which include
public/private partnerships. Ile isa
partnerin the firms Koonce Pleffer
Bettis, Inc. and Venture Develop-
ment Group, LLC. Air. Pfeifer
received a Bachelor or Architec-
ture Degree from the University
of Nebraska in 1980.

BOND BANK AUTHORITY
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lemexires July Ib, 2006

Sharon Kelly-Member. Term
expires July 15, 2005. .Ms. Kelly
was appointed on July 20, 1995,
reappointed on September 11,
1998 and reappointed for a third
term on July 18, 2002. Ms. Kelly
has been the Presidentand CKO of
the Alaska State Employees Fed-
eral Credit Union since 1983. She
also serves as Vice Chairperson of
the Alaska Creilit Union League, a
trade association for credit unions
in Alaska. Ms. Kelly has worked
for various governmental entities
including the Legislative Affairs
Agency, the City and Borough
of Juneau and the Lieutenant
Governor's Office. She served as
the Treasurer of the Alaska Com -
mittee in 1994, and is currently
active in the Catholic Commu-
nity Services Board, the Douglas
Fourth of July Committee and

Capital Associates.

NHLIONK
Maber

Mr. Slotnick is the first delegate
for Wilson Condon. Mr. Slotnick
is the Deputy Commissioner of
Revenue. Mr. Slotnick oversees
the Department’s Treasury and
Tax Divisions. Before coming to
the Department of Revenue, Mr.
Slotnick served since 1991 as an
Assistant Attorney General in the
Department of Law, where he su-
pervised the Commercial Section
inJuneau and worked on many De-
partment of Revenue cases. Origi-
nally from Fairbanks, Mr. Slotnick
clerked for former Alaska Supreme
CourtJustice Jay Rabinowitz, and,
before law school, worked out of
the Laborers’ Union and managed

a small retail business.

2002 ANNUAL REPtIRI
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Mr. Winegar is the firstdelegate for
Deborah B. Sedwick. Mr, Winegar
was appointed Director of the Di-
vision of Investments on May 22,
2000. T his Division administers
various direct lending programs
for the State and services loans for
other State agencies, representing
approximately 3,500 accounts total-
ing $250 million. Prior to his ap-
pointment as Acting Director, Mr.
W inegar served as the Division
of Investments Lending Branch
Manager for 21 years. Mr. Win-
egar receiveil his Bachelorsdegree
from the Evergreen State College
in 1973. In 1974, he accepted a po-
sition with the predecessor to the
Department of Community and
Economic Developmentasa Clerk
Typist HI anti was promoted several
times over the next five years. In
addition to his work as Lending
Branch Manager, he also served as
a Loan Officer for the Department
for live years where his responsi-
bilities included creilit analysis and
recommendations for commercial,
multi-family, residential and con-
sumer loan requests.
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THE STATES CEPARTMENT F REVENLETREASLRY
DIMSION (DORTREASLRY) RUALLS AMNSIRAINE AAD
M GEMENT REFFONBBILITTIES FOR THE BOND BAK
MANMIGHL
Beative Crectar, qairked Aol 7.1998
Mr. Mitchell also serves as the State
Debt Manager anti Investment
officer in Department of Revenue-
Trcasury. Mr. Mitchell has worked
for the State of Alaska Departmentof
Revenue since 1992. lie previously
held several positions in Alaskan
financial institutions. Mr. Mitchell
holds a Bachelor of Science in Busi-
ness Administration from Northern
Arizona University.
rvo !
n RATHER THAN BEMALOY STAR, ANANIALADBR
) THE BOND BANK ONTRACTS VESERNANNIA G, LIC
THE FRVATE SCICR FORA Provides loan analysis services,
N including recommendations as to
WILE RANGE OF FROFEESSIONAL the adequacy of loan applications,
FHFME THE BEAIINE credit worthiness, projected capa-
ORECTIOR COORONATES bility to repay, and the overall effect

THE ACTMTIES OF THEE
PROFESSIONALS | INCLLDING BOND
GONEH, ANANJA. ADASCR
ACCONIANTS ALDITCRS AUND
TRETESS BOND TRETHES AD
AERCGA AR

a proposed loan will have on the
credit of the Bond Bank. Assists in
preparation ofthe official statements,
recommends type and timingofbond
sales, negotiates with underwriters
and assists with investment of vari-
ous funds. Also coordinates financial
reviews with bond rating houses and
prepares other general financial re-
views and analyses required by the
Bond Bank.

BINDENE
VWHFRH VAR SN BEST

Prepares for the authorization, sale,
issuance and deliver}’ of Bond Bank
bonds. Prepares series resolutions,
notices ofsale; assists in preparation
of official statements; renders nec-
essary opinions as required; and pro-
vides other general legal services.

By MRIN GA

Dy Irooiurdi, qoailed Avil 7,998

Ms. Martin is the Comptroller for
the State of Alaska Department of
Revenue Treasury Division. Prior
to joining 'Treasury, Ms. Martin%
positions included the Controller
for Kootznoowoo, Inc., an Alaska
Native village corporation; Finance
Director for Prince William Sound
Aquaculture Corporation in Cor-
dova, Alaska; and Assistant Control-
ler for Faulkner & Gray, a major
New York publisher. Ms. Martin
holds a Bachelor of Science Degree
in Accounting and Finance and an
Economics Minor from California
State University, Sacramento. She
is a Certified Public Accountant in
the state of Alaska and a member of
the American Institute of Certified
Public Accountants.

TREEPANCART
IP MGFGNIRST GV

Acts as custodian of the bond pro-
ceeds and supervises the investment
of funds for the purposes specified
in the bond resolutions. The trustee
oversees debt service funds and main-
tenance of certain reserve accounts
required in the contract with the
bondholders. As paying agent, makes
all necessary interest anil principal
payments to the bondholders.

INESTVENT MARNCER
ALQHRVNEN GHIA MNEVEN
O

Supervises and controls the it.
vestment of the custodial funds
and the trustee funds. Also provides
analyses of investments, advice on
investment guidelines, and directs
the investment of all funds in accor-
dance with Authority procedures and
guidelines.

A5@MA BN

ARSL NI BRNKOF ASA
Acts as the Authoritys bank for pro-
cessing all fund transactions.

ALASKA MUNICIPAL BOND BANK AUTHORITY
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VINFGEVENTS DSTESONADAWYIS

This Managements Discussion and Analysis (AID&A) isa new section of the Alaska Municipal
Bond Bank Authoritys (Bond Bank or Authority) financial report. It is required by GASB 34, a
new rule established by the Governmental Act muting Standards Board. This section is intended
to make the financial statements more understandable to the average reader who is not familiar

with traditional accounting terminology.

This annual report has three integral parts: this AID&A and the financial statements with the
accompanying notes that follow, as well as the first section that includes historical and statistical
information. Together, they presentthe Bond Banks financial performance during the fiscal year
ended June 30, 2002. Summarized, prior fiscal year information is shown within this MD&A

as needed for comparative purposes.

REQURED ANANOAL STATEMENTS

GASB 34 requires two financial statements: the statement of net assets and governmental fund
balance sheet and the statement of activities and governmental funds revenues, expenditures
and changes in fund balances. These statements report financial information about the Bond

Bank’ activities using generally accepted accounting principles.

ANNOA. HGLIGS

e During fiscal year 2002 the Bond Bank approved seven municipalities’ applications
and purchased $38 million in municipal bonds. The subsequent issuance of Bond Bank
bonds of $39 million resulted in approximate savings of S3 million to the borrowing
communities. This activity level and community benefit level iscomparable to FY 2001
when the Bond Bank issued $44 million to fund 12 projects and provided savings of

approximately $4 million to the borrowing communities.

¢ The financial position of the Bond Bank remains strong. All reserves are fully funded
and invested to provide earnings for the Bond Bank's operations and transfers to the

State general fund.

STAIBMENTT O- NET" ASETS

The statement of net assets report assets, li..bilities and net assets of the Bond Bank.

ASETS

Assets represent 1) the value of the Bond Banks investments and investment income receivable
on the financial statement dales, recorded at fair market value, and (2) bond principal and interest
payments receivable from municipalities. The investments generate income for the Bond Bank
to use to meet reserve requirements and pay operating costs. Excess investment earnings are
distributed to the Slate of Alaskas (State) general fund each year. Interest received on bonds
purchased from municipalities is used to pay the Bond Banks corresponding interest payments
on the bonds that it has issued.

LAALITIES

Liabilities represent claims against the Bond Bank for I)goods and services provided before the
financial statement date but not yet paid for at that date, and 2) interest and bond payments due
to purchasers of the Bond Banks bonds after the financial statement date.

114dA'<TIrl3 1
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RSIRAED A\D UNRESIRGED NET ASETS

N et assets are comprised oftwo components. The restricted portion reflects monies maintained
in separate trustaccounts where their use is limited by applicable bond covenants for repayment
ofbonds. The unrestricted portion reflects the accumulated excess of the Authority’ share of
earnings on investments held over those earnings distributed to the State as well as investment
income that has not been realized and therefore is not vet subject to distribution to the State’

general fund.

The following table shows the value of Bond Bank3’ assets summarized as ofJune 30, 2002 and

2001 as well as liabilities and net assets.

Change from 2001 to 2002

As of June 30, Increase (Decrease)
2002 2001 Dollars Percent
Assets:

Cash and investments S 4S.077.54S 44,566,056 3,511,792 7.9%
Bonds and bond interest receivable 221.421,264 198.421,113 23,000,151 116%
Total assets 269,499,112 242.987,169 26,511,943 10.9%

Liabilities:
Accounts payable 33,120 19.114 14.006 73.3%
Bonds and bond interest payable 225.562.439 204,919,860 23,942,579 11.7%
Due to primary' government 901.846 591.857 309.989 52.4%
Total liabilities 229.797.405 205.530,831 24,266.574 118%

Net assets:
Restricted 18,201,702 17,039,595 1,162,107 6.8%
Unrestricted 21,500,005 20,416,743 1,083,262 5.3%
Total net assets S 39.701.707 37,456,338 2,245.369 6.0%

The increase in cash and investments reflects additional reserves collected this year in conjunc-

tion with bond offerings plus an increase in market values.

The increase in bonds and bond interest receivable, as well as in bonds and bond interest pay-
able, reflects the issuance of approximately $39 million in new bonds during the year net of

payments of just over $15.3 million.

Due to primary government represents the excess of realized investment income over current
year operating expenses and reserve requirements. The majority of the increase this year is due
to aone-time settlement of $287,172 received by the Bond Bank from Bank of America. The
Bond Bank agreed to transfer the settlement to the State in return for certain indemnifications

related to the settlement.

Restricted net assets represents a portion of the original appropriations made by the State of
$18,601,414 to fund the Bond Bank. There have been no new appropriations since 1986. The
Bonil Bank fully funds itselfout of investment earnings. Unrestricted net assets represent ac-

cumulated earnings on Bond Bank investments and unrealized gains that are segregated until

nKi.'
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realized. The majority of the increase in unrestricted net assets is due to market conditions and
the increase in fixed income security returns over the year. The Rond Bank3 investments ar

all held in fixed income securities.

STAIBMINT - ACTMTIES

The statement of activities shows the activity that occurred during the last fiscal year.

RAENES

Revenues normally include earnings on investments and interest payments received from mu-
nicipalities. Earnings on investments include interest on fixed income marketable securities
and the change in fair market value of those investments. During 2002 there is one additional
source of revenue. The Rond Rank received a settlement payment of $287,172 from the Rank
of America as partofan agreement between Bank of America, the State and several bond issuers
throughout the state.

BENES

Expenses include interest payments made to bond holders who purchased the Rond Rank’ bonds,
payments made to the State of Alaska, and operating expenses. Operating expenses include all
expenditures required to issue bonds during the current year and include in-house expenses as
well as external consultant fees. Expenses are subtracted from revenues.

Change from 2001 to 2002

Ns of June 30, Increase (Decrease)
2002 2001 Dollars Percent
Revenues:
Interest income on bonds receivable $ 10,476,684 9,347,174 1,129,510 12.1%
Investment earnings 3.773.809 3,715,671 58,138 16%
Settlement income 287.172 287,172 00%
Total Income 14,537,665 13,062.845 1,474.820 11.3%
Expenses:
Interest expense 10,909.508 9,721,761 1,187,747 122%
Operating expenses 480,942 494,563 (13,621) (28%)
Payments to primary government 901.546 591,857 309,959 52.4%
Total expenses 12.292.296 10.808.181 1,484.115 13.7%
Change in net assets 2245,369 2,254.664 (9.295) (0.4%)
Net assets, beginning of period 37,456.338 35,201,674 2,254.664 6.4%
Net assets, end of period S 39,701.707 37,456.338 2,245,369 6.0%

mBtfsaiira a'-aN'ia-inf rwt'<vrvnr iw«arsnw WXr:-
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Interestincome and expense on bonds receivable and payable are a function of the total amount
ofbonds outstanding and the age ofthe bonds. The increase in both these line items is expected

given the net increase in bond issuance over bond payments over the last several years.

Investmentearnings are a function c.marketconditions. Because the Bond Bank only holds fixed
income securities it was not subject to the volatility experienced by the equity markets during

2002 therefore there is little change in investment earning from 2001 to 2002.

GOAERNMENTAL RINCS

The governmental funds include the General Fund which accounts for the primary operations
of the Authority anil the Debt Service Fund which accounts for the resources accumulated and
payments made on the long-term debt of the Authority. The primary difference between the
governmental funds and the statement of net assets is the elimination of inter-fund payables
and receivables and bond proceeds are reported as financing sources in governmental funds and
thus contribute to the change in fund balance. In the statement of net assets, however, issuing
debt increases long-term liabilities and does not affect the statement of activities. Similarly,
repayment of principal is an expenditure in the governmental hinds, but reduces the liability in

the statement of net assets.
The following tables show the changes in governmental funds.

Change from 2001 lo "002

As of June 30, Incrc Jc (Deere?,C)
2002 2001 Dollars Percent
Assets:
Cash and investments S 21.140.655 20,159.346 981.309 4.9%
Accrued interest receivable 304,793 252,020 52.773 20.9%
Total assets S 21,445,448 20,411,366 1,034.082 5.1%
Liabilities:
Accounts payable and accrued liabilities 169,779 153,511 16,268 106%
Interfund payables 328,403 50,914 277.489 545.0%
Due lo primary government 901,846 591,857 309.989 52.4%
Total liabilities 1,400,028 796,282 603,746 75.8%
Lund balance
Reserved 399,712 1,453,830 (1,054,118) (72.5%)
Unreserved 19.645,708 18,161,254 1,484,454 8.2%
Total net assets 20.045.420 19.615,084 430.336 2.2%

Total liabilities and fund balance S 21,445,448 20,411,366 1,034,082 5.1%

r-Im



MANAGEIVENT'S DISCUSSION AND ANALYSIS. CONTINUED

Assets:
Cash and investments
Bonds and bond interest receivable
Intcrfund receivable

Tolal assets

Liabilities:
Accounts payable

Tolal liabilities

Fund balancc-
Reserved

Tolal liabilities and fund balance

Re.enucs:
Inlcresl income
Selllemenl income

Tolal income

Expenditures:
Operallni] expen. .s
Payments o primary government

Total expenses

Olher iinancing sources -
Transfers

Excess of revenues oxer expenditure
Fund balance. beginning of period

Fund balance, end ol period

DEBT SERVICE FUND
As of June 30,
2002 2001
5 27,162,193 24,656.710
220,891,471 197,919,093
328,403 50,914
S 248,382.067 222,626,717
S S7 2,349
87 2,349
248.381,980 222.624,368
S 248.352.067 222.626.717
GNEALRND
As of June 30,
2002 2001
S 1,761,654 1,791,806
267,172
2.045.526 1,791,806
460,942 526,890
901,846 591,857
1,382,788 1,118,747
(235.702) 939.170
430,336 1612,229
19,615.084 18.002,855
S 20,045.420 19.615.054

Change fioni 2001 lo 2002
Increase (Decrease)

Dollars

2,505,483
22,972,378
277,489

25,755,350

(2.262)
(2.262)

25,757,612
25,755,350

Percent

102%
116%
545.0%

116%

(96.3%)
(96.3%)

116%
11.6%

Clia. ic from 2001 to 2002
Increase (Decrease)

Dollars

(30,152)
267.172

257,020

(45,948)
309,989

264,041

(1,174.872)
(1,181,893)
2.254.661
1.072.771

Pcrcenl

(L.7%)

14,3:

©&7%)
52.4%

23.6%

(125.1%)
(73,3%)
1251,
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DEBT SERVICE FUND
Change from 2001 lo 2002
As oflunc 30. Increase (Decrease)
2002 2001 Dollars Percent
Revenues:
Interest Income on bonds receivable S 10,476,684 9,347.174 1,129,510 12.1%
Investment carninrjs 2.012,155 1.923,865 88,290 4.6%
Tolal income 12.488.839 11.271.039 1.217.800 108
Expenditures:
Interest payments 10,716,929 7,987,578 2,729,351 34.2%
Principal payments 15,265,000 15.632.000 (367.000) (2.3%)
total expenses 25.981.929 23,619.578 2.302.351 100%
Olher financing sources:
Bond proceeds 39.015.000 44,210,000 (5,195,000) (118%)
Transfers 235.702 (939.170) 1.174.872 (125.1%)
Excess of revenues over expenditure 25.757,612 30.922.291 (5,164.679) (16.7%)
fund balance, beginning ol period 222.624,368 191,702,077 30,922.291 16.1%
Tund balance, end of period S 248.381,980 222.624,368 25757.612 116%

D=2

At yciir end the Authority had S220/>05,878 of bonds and notes outstanding up 12% from
SI W»,855,878 atJune 30,2001.'l lie debt issecured hv the assets ol the Authority. The outstand-

ing balance is comprised of the following:

i .in«S

General obligation bonds payable 163.113000
Revenue bonds payable 46.395.000
Coastal Energy noles payable 11.095.878

S 220.605.878
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INDHFENDENI ALDTORS RO

The Hoard of Directors

Alaska Municipal Bond Bank Authority:

We have audited the accompanying financial statements of the governmental activities and each
major hinil of Alaska Municipal Bond Bank Authority (a Component Unitofthe State of Alaska)
as of and for the year ended June 30, 2002, which collectively comprise the Authority’ basic
financial statements, as listed in the accompanying tahlc of contents. These financial statements
are the responsibility of the Authoritys management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain rea-
sonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by managemcr.\ as well as evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities and each major fund of the Alaska Munici-
pal Bond Bank Authority (a Compo..cnt Unit of the State of Alaska) as ofJune 30. 2002, and
the changes in financial position thereof for the year then ended in conformity with accounting

principles generally accepted in the United States of America.

As discussed in note 1to the financial statements, as ofJuly 1, 2001 the Alaska Municipal Bond
Bank Authority adopted Ciovernment Accounting Standards Board (CiASH) Statement No. 34,
lisil- i'iminciiil Smtcments— <iml \himific/ncnty Discussion aml Analysis—for Stntc nml I.nail (iovcrn-
mcents, as amended.

The accompanying required supplementary information of managements discussion and analysis
on pages 1through 6 isnot a required part of the basic financial statements but is supplementary
information required by accounting principles generally accepted in the United Stales of America.
We have applied certain limited procedures, which consisted principally of'inquiries of manage-
ment regarding the methods of measurement and presentation of the required supplementary

information. Ilowever, we did not audit the information and express no opinion on it.

kfPM .Gr LCP

September 13, 2002
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June 30. 2002

Assets

Cash arid cash equivalents

Investments, at fair value (note 3)

Accrued inleres| receivable:
Bonds receivable
Investment securities

Bonds receivable (note 4)

Inlcrlund receivables

Total assets

Liabilities
Accounts payable
Accrued interest payable
Avrbitrage interest rebate payable
Inteifund payables
Due to primaiy government
Long-term liabilities (notes 4 and 5):
Portion due or payable within one year:
General obligation bonds payable
Revenue bonds payable
Other long-term debt
Portion due or payable alter one year:
General obligation lionets payable
Revenue bonds payable
Other long-term debt

22

Tolal liabilities

Fund Balances/Net Assels

lund balances;
Resen ed

I'nteseived
Tolal Tund balances
lolal liabilities and Tund balances

Net assets;
Restricted for debt service
Itnrestrided

Total net assets

General
Fund

S 782,709
20,132,946

2.650
302.113
225.000

S 21,445,448

S 33,033

136.746
328.403
901.846

1.400.028

399,712
19,645,708

20.045.420
S 21,445,448

Debt Service
Fund

6,692,330
20.469.863

7,953,067
310,526

212.627.878
328,403

248,382,067

87

87

248,381,980

248.381.980
248,382,067

Total

7,475.039
+10.602.809

7.955,747
612,639
212.852,878
328,403

269,827.515

33.120

136.746
328,403
901.846

1.400.115

248,781.692
19.645.70S

268.427.400
209,827,515

Adjustments
(Note 6)

(328.403)
(328.403)

8.119,815

(328,403)

13,110,000
4.075,000
30,000

150.005.000
42,320.000
11,065.878

228,397,290

(248.781.692)
(19,645.708)

(268.427,400)

18,201.702
21.500.005

S 39.701,707

Stalcmcent of
Net Assets

7.475.039
40,602,809

7,955,74/
612,639
222,852.878

269.499.112

33,120
8,119,815
136,746

901,846

13,110,000
4,075,000
30.000

150,005.000
42.320.000
11,065,878

229,797,405

18.201,702
21,500.005

39,701,707
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SABMN O~ ACTMTES AND GOERNMINAL FNCS FBENLES

BEAHNDTURS ADGANGS INFINDBAANE
Cor (ho year ended June 30, 2002
General
Fund
Revenues:
Investment earnings S 1,730,753
Settlement income (note 7) 287.172
Avrbitrage interest rebate refund 21,901
Interest income on bonds receivable
Tolal revenues 2048.526
Expenditures/expenses:
Debt service
Principal payments
Interest payments“expense -
Payments to primary government 901,84ft
Professional services 378,463
Personal services 65,023
Printing and advertising 26,055
Administrative travel 8,520
Office expense 1774
Miscellaneous expenses 1.107
Total expenditures/expenses 1,382,788
Excess (deficiency) of revenues
over expenditures/expenses 666,038
Other financing sources/uses:
Proceeds of bonds payable
Transfers - internal activities (235.702)
Tolal oilier financing source/use (235.702)
Excess (deficiency) ul revenues and
transfers in over expenditures/
expenses and translers out 430,336
Change in net assets -
Pun 1balances/net assets:
Beginning ol lire year 19,615,084
End of the year 5 20,045.420

Debt Service Adjustments
Fund Total (Note 6)
2,012,155 3,748,908
- 287,172
24,901 -
1047G6S4 10,476,684
12.488,839 14,537,665
15,265,000 15,265,000  (15,265,000)
0,716,929 10,716,929 192,579
901.846 -
378,463
65,023
26,055 -
8.520 -
1,774
1107
25,981.929 27,364,717  (15,072.421)
(13,493,090) (12.827,052) 15,072,421
39.015.000 39015000 (39.015.000)
235,702
39.250.702 39,015,000  (39,015,000)
25,757,612 26,187,948 26,187,948
- 2.245.369
222.624.368 242.239,452 (204,783,114)
248,381.980 268,427,400 (176,349,797)

Statement of
Net Assets

3,748,908
287,172
24.901
10,476,684

14,537,665

10.909,508
901.846
378,463

65,023
26.055
8,520
1,774
1,107

12292.296

2.245.369

2245.369

37,456,338
39.701.707
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AIASKA MI JNICIPAL BOND BANK AIJIHORIIY (Atompoiicnl I'nil ol lltc Stale ol Al.iska)

NOIES 10 ANSNOAL SIABVENIS

rlISIORY/REPORIING ENIlliy

'Flic Alaska .Municipal Bond Bank Authority (Authority or Bond Bank) was created pursuant
to Alaska Statute, Chapter 85, 'Title 44, as amended, (Act) as a public corporation and instru-
mentality of the State of Alaska (State), but with a legal existence independent of and separate
from the State. 'The Authority is a discretely presented component unit of the State of Alaska
for purposes of financial reporting.

The Authority was created for the purpose of making available to municipalities within the State
moneys to finance its capital projects or for other authorized purposes by means of issuance
of bonds by the Authority and use of proceeds from such bonds to purchase from the munici-
palities their general obligation and revenue bonds. The Authority commenced operations in
August 1975.

The bonds are obligations of the Authority, payable only from revenues or funds of the Author-
ity, and the State of Alaska isnot obligated to pay principal or interest thereon, and neither the
faith and credit nor the taxing power of the State is pledged to the bonds. The municipal bonds
and municipal bond payments, investments thereof and proceeds of such investments, if any,
and all binds and accounts established by the bond resolution to be held by the trustee (with
the exception of the Coastal Knergv Loan Debt Service Program, which is administered by the
Authority) are pledged and assigned for the payment of bonds.

The authority may not issue revenue bonds in excess 0fS50 million in any fiscal year unless the

State of Alaska legislature approves a greater amount.

AS 44.85.180«) was enacted in 1975, limiting Bond Bank bonds outstanding at any time to
Si50 million. This statute was amended in 1983 and 19S4 to raise the limit to S200 million
and $300 million, respectively. Total Bond Bank bonds and notes outstanding as ofJune 30,
2002 are approximately S22 1 million. Thus, the limit on additional bond issuance at this time
isapproximately $79 million.

IIMVRY O SGNHCINI ACTANIING FIAES

The Authority adopted the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 34, linsic b'inmnial Statements—and Md/mge/tient's Discussion and Analysis—for Suite
anil 1.Didl Governments and GASH Statement No. 37, Basie binancial Statements—and Management's
Discussion urn! Analysis—far State and l.acal Governments: Omnibus, These standards and GASB
Statement No. 38, Certain b'innneidl Statement Disclosures were applied effective July 1, 2000.

GASB Statement No. 34 establishes standards for external financial reporting and requires that

resources be classified for accounting and reporting purposes as follows:



THE BOND BANK

(A)  6OVERNVAEN-WIDE A\D FUND ANANCALS U M S

The statementof net assets and the statement ofchanges in net assets reportinformation
on all of the activities ofthe Authorin’ For the most part, the effect ofinterfund activity
has been removed from these statements. The balance sheetand statementof revenues,

expenditures and changes in fund balances are provided for governmental funds.

B MASHMIN G35 BESO ATNING ADANNIA_SABVEN FEENIAION

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis o faccounting. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing ofrelated
cash llows.

Governmental fund financial statements are reported using the currentfinancial resources
measurementfocus and the modified accrual basis ofaccounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the government considers revenues
to be available if they are collected within 1K) days of the end of the current fiscal pe-
riod. Expenditures generally are recorded when a liability isincurred, as under accrual
accounting. However, debt sendee expenditures are recorded only when payment is

due.

The Authority reports the following major governmental funds:

- The generalfund is the Authoritys primary operating fund. It accounts for all
financial resources of the Authority, except those required to be accounted for

in another fund.

- 'The debt servicefund accounts for the resources accumulated and payments
made for principal and interest on long-term debt of the Authority.

The purposes of each of these funds are described in the following paragraphs:

GNEL_RND

The General Fund is comprised ofa custodian accountand an operating account. The
custodian account is established to account for appropriations by the State of Alaska

tablisbetl to account for the ordinary operations of the Authority. .Moneys are derived
from the following sources: (a) amounts appropriated by the Legislature, (b) fees and
charges collected, (c) income on investments of the Statutory Reserve Account in excess
ofrequired debtsen ice reserves required bv bond resolutions and (cl) any other moneys
made available for purposes of the General Fund from any other source.

Amounts in the Operating Account may be used to pay (a) administrative expenses
of the Authority, (h) fees and expenses of the trustee and paying agents, (c) financing
costs incurred with respect to issuance of bonds and (d) any expenses in carrying out
any other purpose then authorized by the Act. The excess revenues of the (Operating

Account are returned to the State of Alaska.
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NOTES 10 ANANCIAL STATBVENTS, CONTINUED

Suntmaiv of Significant Accounting Policies, continued

B SRIERND

Wi ithin tin Debt Service Fund, separate Debt Service Programs have been established for

each bond resolution to account for 8127649 r " sale proceeds used to purchas:
obligations of the municipalities and for the payment of interest and principal on all bonds
of the Authority issued under the nine resolutions. Each program is comprised of an “in-
terest account” and a “principal account,” both ofwhich are maintained by a trustee. The
receipts ofinterestand principal from the municipalities and the Statutory Reserve Account
are deposited in these programs and are used to pay interestand principal on the Authorin’
bonds. One additional Debt Service Program has been established to account for transactions
not involving bond resolutions. This is the Coastal Energy Loan Debt Service Program.
The Coastal Energy Loan Debt Service Program is not maintained by a trustee. Payments
of interest and principal by municipalities having coastal energy loans are made directly to
the federal government by the municipalities and are accounted for in the Coastal Energy

Loan Debt Service Program.

IAUGR FEREATNT

The Statutory Reserve Account is established to account for (a) money available to fund
debt service reserves required bv future bond sales under various bond resolutions (Custo-
dian Account) and by (b) debt service reserves which have already been established under
various bond resolutions which are to be used in the ca -e ofa deficiency in a Debt Sendee
Program in accordance with its respective bond resolution (reserve accounts). Separate
reserve accounts exist under each bond resolution as follows:

1")~6 Gem'iyl lniicl Resolution - The amount on deposit in the reserve account is
lo be the greater of the maximum annual debt service requirement or 10% of all
municipal loan obligations outstanding. The reserve account is comprised of the
ordinary reserve sub-account and a special reserve sub-account. Both are maintained
by a trustee. The ordinary reserve sub-account iscreated asa result ofthe Authority
increasing each bond issue by the amount necessary to fund one third ofthe required
debt service reserve or with a transfer from the Custodian Account unreserved in-
vestment earnings account. The special reserve sub-account iscreated at an amount
equal to two thirds ofthe required debt service reserve from moneys made available

by the legislative appropriation residing in the Custodian Account.

1090 Revenue Rond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation
residing in the Custodian Account.

1993 Revenue Rond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from money; made available by legislative appropriation
residing in the Custodian Account.
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/995 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

1997 Revenue Bond Resolution - Under this resolution an ordinary reserve account
was created at an amount equal to the lesser of 10% of the proceeds of the 1997
Series A bonds or the maximum annual debt sendee on all Series 1997 A bonds

outstanding under the resolution.

199S Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

1999 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

2000 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

2001 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

Amounts in the Statutory Reserve Account in excess of (a) required debt service
reserves, (b) appropriations by the legislature residing in the Custodian Account,
and (c) income on nonlegislature-appropriated funds are transferred to the Oper-
ating Account. Income on nonlegislature-appropriated funds, representing excess
of revenues over expenditures of the ordinary reserve accounts and interest earned
on the unreserved investment earnings account is accumulated in the Custodian

Account and is available to fund the special reserve account.

A *

Ifc'270'
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ALASKA M1 INK IPAL BOND BANK AOIHORITY (A Componenl I(nil ol llu- State ol Akiska)
NOTES 10 ANANCIAL STAEVENIS. CONTINUED

Summary of Significant Accounting Policies, continued

O RSHODAES

Certain resources set aside for the repayment of the Authoritys bonds, net of certain
proceeds from additional bonds issued, are classified as restricted net assets on the state-
mentofnetassets because they are maintained in separate trustaccounts and their use is
limited by applicable bond covenants. Included in cash and cash equivalents and invest-
ments is5"1/>179,702 ofrestricted assets. These assets were funded from the issuance of

S7.978, reserve bonds and a transfer of Si8,201,702 ofstate appropriation.

O LOGEM nAICh

In the government-wide financial statements, long-term debt and other long-term

obligations are reported as liabilities in the statement of net assets.

I FNDEQITY
In the fund financial statements, governmental funds report reservations of fund balance
for amounts thatare not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. In the government-wide financial statements,
restrictions of net assets are reported when externally imposed.

() INEEST ADRXERBSE

Bonds issued after August 15, 1986 are subject to Internal Revenue Sendee income tax
regulations which require rebates to the U.S. Government ofinterest income earned
on investments purchased with the proceeds from the bonds or any applicable reserves

in excess of the allowable yield of the issue.

Q NOERS

The Authority is exempt from paying federal and state income taxes.

QSHAD INESIMENIS

The Authority considers all highly liquid investments purchased with an original maturity of
three months or less at the date of purchase to be cash equivalents. Cash and cash equivalents

atJune 30 consist ofdemand deposits with various financial institutions.

The bank balance of all of the Authority’s deposits with financial institutions are insured by
the KDIC or collateralized by securities held in the Authoritys name by its custodial agent. A

summary of deposits atJune 30, 2002 follows:
Book balance S 7.475.039

Bank balance S 7,476.035

B££VAra |



Investments consistof marketable debt securities, primarily U.S. Governmentsecurities and are
carried at fair market value. The following is a detail of investments atJune 30, 2002:

Agencies $ 3,720,986
U.vS. Government securities S 36,881,823
S 40,602,809

The Governmental Accounting Standards Board (GASB) Statement No. 3requires adisclosure
regarding custodial credit risk to indicate the chance ofloss in the eventa financial institution or
third part)' holding the Authoritys deposits or securities fails. Deposits and those investments
represented by specific, identifiable securities are classified into three categories of credit risk:
Category 1- Insured or registered, or securities held by the Authority or its custodian in the
Authoritys name; Category 2 - Uninsured or unregistered, with securities held by the counter-
partystrustdepartment (ifa bank) oragent in the Authority's name; and Category 3 - Uninsured
and unregistered, with securities held by the counterparty, or by its trust department (if a bank)
oragent, butnot in the Authoritys name. Category 1isthe highest level ofsafekeeping security
as defined by GASB.

AtJune 30, 2002, the Authority's investments consist of U.S. Government Securities, Agen-
cies, and cash equivalents and are considered to be Category | as defined by GASB Statement
No. 3.



ALASKA MUNICIPAL BOND BANK Al 'l IORITY (A (‘fiinpmu-nl Unit ol linj SKilu ol Mosk.i)
NOTES 10 ANANJAL STAITEMENTS GONTINLED

BINDANDNOESREENVEE

Bonds and notes receivable by debt service program atjune 30, 2002 mature in varying annual

installments as follows:

1993A
Anchorage
1990 Parking 1993B 1993C 1995A 1997A 1998A

Year ending 1976 Yakutat Authority Kodiak Kodiak Seward Ketchikan Ketchikan
June 30 General Revenue Revenue Revenue Revenue Revenue Revenue Revenue
2003 S 12.7S0.000 45,000 845,000 170.000 445.000 145,000 — 1,560,000
200-1 13,400.000 50,000 890,000 180,000 460,000 155,000 630.000 605,000
2005 12,310,000 55,000 930,000 185,000 - 165,000 660,000 630,000
2006 11,315,000 60,000 980,000 i 5,000 - 170,000 690000 660,000
2007 9,110.000 60.000 - 205,000 - 180,000 725,000 685,000
20052072 46,638,000 390,000 - 450,000 - 1,090,000 4,215,000 3,930000
2013-2017 31,539,000 200,000 - - - 825,000 5,490,000 895,000
2018-2022 19,570.000 - 1,290,000

S 156.662.000 $60.000 3,645.000 1,385.000 905,000 2.730,000 13,700,000 8,965,000

1998B | nti?—?zgnd 2000A 2000B 2001A 2001B Coastal
Year ending Homer Ferry Unalaska Seward Ketchikan Ketchikan Energy
lunc 30 Revenue Revenue Revenue Revenue Revenue Revenue Loan Total
2003 S 270,000 65,000 390,000 90,000 25,000 25,000 30,000 16,885,000
2004 285.000 70,000 410,000 90,000 75,000 105,000 30,000 17.435.000
2005 230,000 70,000 430,000 95,000 75,000 110000 5,400,000 21,345,000
2006 235,000 75,000 445,000 105,000 80,000 115,000 400,000 15,525.000
2007 250.000 80,000 - 110,000 85,000 120,000 400,000 12,010,000
200S-2012 620,000 +155.000 - 635,000 480.000 710,000 1,400.000 61,013,000
2013-2017 - 600,000 - 820,000 615,000 910,000 1,300,000 43,194,000
2018-2022 - 450,000 - 1,055,000 290,000 430.000 2.135,878 25,220,878

S 1,890,000 1,865,000 1,675,000 3,000,000 1.725.000 2,525,000 11,095.878 212,627,87S



Included in the general fund is $225,000 of 7.9% bonds received due from the City of Haines
which mature through 2009.

Under the Coastal Energy Loan Program (Program), the Authority issued $5,000,000 1986
Series A Coastal Energy Bonds (Bonds) payable to the National Oceanic and Atmospheric
Administration (NOAA). The proceeds of these bonds were used to purchase port revenue
bonds from the City of Nome. The City of Nome entered into a tripartite agreement with
NOAA and the Authority effective August 2, 1994 to defer payment to the principal and ac-
crual ofinterest for ten years. The related loan payable does not represent a general obliga-
tion ofthe Authority as it is payable only from proceeds received from the City of Nome.
Also under the Program, the Authority issued $6,565,000 1987 Series A Coastal Energy Bonds
payable to NOAA. The proceeds ofthese bonds were used to purchase portrevenue bonds from
the City of St. Paul. The City of St. Paul entered into a tripartite agreement with NOAA and
the Authority effective December 14, 2000 to modify and amend the repayment terms includ-

ing principal and interest.

The related loan payables do not representageneral obligation ofthe Authority as they are pay-
able only from proceeds received from the City of Nome and St. Paul, respectively. Paymentof
principal and interest on the Bond Bank’s Coastal Energy Bond is notsecured by a pledge ofany
amounts held by or payable to the Bond Bank under the General Bond Resolution, including

the Reserve Account, and is not in any way a debt or liability of the Bond Bank.



NOTE 5

ALASKA MIIMC IPAL BOND HANK Al HII()KH\ (A Component Unit (if llu bUito ol AljsM

NOES 10 ANNOA_ SIABVENS CNITNUED

LOG TERMUABLITIES

ISSUE
1976 (icncr.il Hoik| Resolution Program:
1992 Series ,\V
City ant! Borough of Sitka
Aleutians Cast Borough
1992 Series B
City of Cordova
Cily of Petersburg
1993 Series A - First Issue;
Municipality of Anchorage
Cily ol Bristol Bay
Cily of Kena:
City of Pain er
City of Petersburg
Cily of Seward
City of Sitka
Cily of lInalaska
City of Wrangell
1993 Series A - Second Issue:
City of Petersburg
City or Soldotna
Seafirsl Bank
1993 Series A ¢ Third Issue:
City of Ketchikan
Cily of Nenana
City of Seward
City of Wrangell
1993 Series B - City ol Kenai
1993 Series C - Aleutians East Borough
199T Series A
Fairbanks North Star Borough
Cily of Kenai
1995 Series A
Cilv of Haines
Kenai Peninsula Borough
1995 Series B - City of Craig
1995 Sciies C - Lake and Peninsula Bt lough
1995 Series D - Cily of Palmer
1996 Series A
Cilv tit Hoonah
City ol Soldotna

Deb! Service Funds

Interest
rate

*£.60%-6%

3.5%-6.625%

3.1nii-5.35%

3:89;,-4.75%

3.1%-5.65'A

3V5%
3.15°A-485%
4V5%

4.5%-7%

5.2%-7.25%

3.5%-6%

4%55N.

S

Principal
outstanding

685,000

1000.000

4,570,000

790,000

3,790,000

720.000
200.000
865,000

6.855,000

1.140.000
2.150.000
1.595.000
2.275.000

Statutory Reserve funds
Ordinary Reserve Account

Interest Principal
rate outstanding

6% S 330,000

6.G25" 20,000

32\58>> 855,000

4.5X*1% 740,000

G.0% 510.000



Det Serviice Funds
Interest Principal
ISSUE rate outstanding

1996 Series B - Cily of Seward 4.59b-6.7509b
1997 Series A 5.090-5.1%
Lake &Peninsula Borough
Cily ofYakutat
1997 Series B - Cily of Ketchikan 4.59b-6%
1998 Series A
Cily ofWasilla 4.63%-6%
Aleutians East Borougli 4.639b-5.63%
1998 Series B:
City of Homer 4.0%-4.375%
Cilv of Cordova 4.0;b-4.75%
1999 Series A 4.375%-5.5%
Cily of Sitka
Aleutians East Borough
2000 Series A 5.5%-5.875'fo
Cily of Fairbanks
City of Cordova
2000 Series B 4.890-6.()9
Cily of Kaktovik
Cily of Sitka
City of Unalaska
2000 Series C
Northwest Arctic Borough 4.53-5.75%
2000 Series 1) - Petersburg 4.55-5.707%;,

2000 Series E
Kenai
Kodiak Island Borough
Lake and Pcn-Port

4.75-5.375%

Wrangell
Nome-School
2000 Series F - Kodiak Island Borough 6.90-9.09,
2001 Series A - Northwest Arctic Borough 4.4%-5.0%
2001 Series B - Aleutians East Borough 3.875%-4.750%
2002 Series A - City ol Wasilla 2.5%-4.5%
Tolal 1976 General Bond Resolution Fund
1990Yaku'dt Revenue Bond Resolution Fund 7%-7.7%
1993A Anchorage Parking Authority Revenue
Bond Resolution Fund 3.19\5.5%
109313 Kodiak Revenue Bond Resolution Fund 3.391,-5.5%
1993C Kodiak Revenue Bond Resolution Fund 2.85%-3.9%
1995A Seward Revenue Bond Resolulion Fund 4.8591,-7.359,,

1997A Ketchikan Revenue Bond Resolulion Fund  4.991,-5:75%

S 6,620,000
895.000

9,715,000
7,320,000

3045,000

11,540,000

8,840.000

10,045,000

21,235,000
1.750,000
14,622,000

1,095,000
15,055.000
3,550,000
14,700,000

156,662,000

860,000

3.645,000
1.385,000
905,000
2.730,000
13,700,00(1

THE BOND BANK

Statutory Reserve Funds
Ordinary Reserve Account

Interest
rate

4.590-6.759%

4.55%-6%
5.090

4.37596-5.59!,

5.5%-5.575%

5.79
0.09
5.0-5.375%

0.09b
*i.4%-5.0%
3.8759!,-47509b
2.590-4.59

49%-5.75%

Principal
outstanding

S 205.000

485,000
100,000

360,000

305,000

610,000

473000

420,000
285,000
755.000

6,453,000

1,525,000
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\lASIV\ Ml INK II’'AL BOND BANK AlJII IORin (A <ompoin-nl lInil of the SLilc of Alaska)

NOIESIO ANANOA_SABMENS GONTNLED
Statutory Reserve Funds
Debt Service Funds Ordinary Reserve Account
Interest Principal Interest Principal
ISSUE rate outstanding rate outstanding
1998A Ketchikan Revenue Bond Resolution Fund  4JQ%-4.7% 8,965,000 - _
199SB Homer Revenue Bond Resolution Fund 40% -m 1,890,000 - -
1999A Inter-Island Ferry Revenue Bond
Resolution Fund S.125%-5.9% 1,805.000 - -
2000A Unalaska Revenue Bond Resolution Fund  4.990-5.75% 1.675.000 - -
2000B Seward Revenue Bond Resolution Program  4.35-5.50% 3.000.000 - -
2001A Ketchikan Revenue Bond Ren ulion Fund  4.59(>-4.9% 1,725.000 - -
2001B Ketchikan Revenue Bond Resolution Fund 4 5%*4,9% 2,523,000 - -
Total Revenue Bonds 44,870,000 1,525,000
Coastal Energy Reserve l.oan Fund:
City of Nome port facility revenue bond 8.5% 5,000,000 - -
City of Saint Paul - fuel dock 5.0% 6,095878 - -
Total Coastal Energy Reseae Loan Account 11.095.87S -
S 212.627.87S S 7,978,000

During the: year ended June 30, 2002 the Authoritys long-term liabilities changed as follows:

Beginning End
of year New debt Repayments of year
Genual obligation bonds payable S 139,895.000 34,765,000 11,545,000 163,115,000
Revenue bonds payable 45,835,000 4,250,000 3,690,000 46,393,000
Other long-term debt 11,125,878 - 30.000 11.095,878
Total S 196,855,878 39,015,000 15,265,000 220,605,878

General obligation bonds are secured by bonds receivable and by amounts in. the ordinary
reserve account. The act further provides that ifa municipality defaults on its principal and/or
interest payments, upon written notice by the Authority, the State of Alaska must pay to the
Authority all funds due the defaulting municipality from the State in an amount sufficient to
clear the default. Loans made under the Coastal Energy Loan Program are payable only from

proceeds received from the municipalities to which the loans were made.



The above bonds mature in varying annual installments and atJune 30, 2002 are as follows:

Year ending
June 30

2003
2004
2005
2006
2007
2008-2012
2013-2017
20152022

Year ending
lunc 30

2003
2004
2005
2006
2007
2008-2012
2013-2017
2018-2022

Year ending
lunc 30

2003
2004
2005
2006
2007
200s-1012
2013-2017
2018-2022
2023-2024

1976
General

12,780.000
13,400,000
12,310,000
11,315,000

9,110,000
46,638000
31,609,000
19,500.000

156,662,000

1997A
Kclchlkan
Revenue

630.000
660,000
690,000
725,000
4,215,000
5.490,000
1,290,000

13.700.000

2000A
Unalaska
Revenue
390,000
410,000
430.000
445.000

1,675.000

Reserve

330,000
225,000
545,000
1,250,000

1,287,000
506,000
2,310.000

6,453,000

General
Reserve

1,525.000
1.525.000

2000B
Seward
Revenue

90,000
90.000
95,000
105,000
110001
635000
820,000
1,055,000

3.000.000

1990
Yakulat
Revenue
45,000
50,000
55,000
60,000
60,000
390,000
200,000

860,000

1998A
Ketchikan
Revenue
1.560.000
605,000
630,000
660,000
685,000
3,930.090
895,000

8,965,000

2001A

Kclchlkan

Revenue
25,000
75000
75,000
80,000
85,000
480,000
615,000
290.000

1,725,000

1993
APA

845,000
890,000
930,000
950.000

3,645,000

1998B
Homer
Revenue

270.000
285,000
230.000
235.000
250.000
620000

1.890.000

2001B
Ketchikan
Revenue

25000
105.000
110.000
115.000
120000
710000
910000
430.000

2,525.000

THE BOND BANK

1993B
Kodiak
Revenue

170.000
180,000
1S5.000
195,000
205.000
450,000

1,385,000

1999A
Inter-Island
Ferry
Revenue
65,000
70,000
70,000
75,000
80,000
455.000
600000
450,000

1.865.000

Coastal
Energy
Loan

30,000
30.000
5.400.000
400000
400,000
1,400,000
1.300,000
1,500.000
635.878

11.095,878

1993C
Kod'ak
Revenue

445,000
460.000

905,000

1995A
Seward
Revenue
145.000
155.000
165,000
170,000
180,000
1,090,000
825.000

2.730.000

Total
Principal
17.215,000
17.660,000
21,890,000
16,775.000
12010,000
62,300,000
43,770.000
2S.350.000

635878

220,605,878

i-fj t

FC

Total
Interest
9,728,909
9.286.600

11,894,538
7.907,055
7,168,983

27.647,757

13.871,525
3.805,686

414,122

91,725,175



NOTE 6

NOTE 7

NOIE 8

NOTES 10 ANANCIAL SATEVENILS, CONTINUED

AJEMINIS

Certain adjustments are considered to be necessary to the governmental funds in order to present
the Authoritys financial position and the results of its operations. These adjustments include
the elimination ofinter-lund payablesand receivables. Additionally, bond proceeds are reported
as financing sources in governmental funds and thus contribute to the change in fund balance.
In the statement of net assets, however, issuing debt increases long-term liabilities and does
not affect the statement of activities. Similarly, repayment of principal is an expenditure in the

governmental funds, but reduces the liability in the statement of net assets.

BANK - AVERCA SEH TIEVENI

During 2002 the Bond Bank received a payment 0f5287,172 as its share of a settlement made
between Bank of America, the State of Alaska and various municipal bond issuers in the state.
‘I he settlement was reached in a dispute concerning Bank of Americas handling of certain

unclaimed bond payments during its tenure as the bond issuers' paying agent.

The Bond Bank subsequently entered into an agreement with the State whereby the Bond Bank
remitted its settlement 0f5287,172 to the State in return for the State's promise to indemnify
the Bond Bank against any future claims made against the Bond Bank in regard to unclaimed

property resulting from the bond offerings covered by the settlement.

S EFQEN BAN

Subsequent toJune 30,2002, the Alaska State Legislature appropriated approximately 5700,000 of
Bond Bank funds to be used during 2003 to meet the operational needs of the State of Alaska.

. W + W - S iitin i1 i1u.1









REr'Cf«'PCLOUT
SENATE FINANCE COMMITTEE REnORT
riiJ 2 7 X8
DATE: 2/14/03 FURTHER: SEf" -  "aNCE

DATETURNED<0-1 H | O *2.
INTOOFFICE: L j rE p CP°O

Finance Committee considered SENATE BILL NO. 51
SB 51 BONDS OF BOND BANK AUTHORITY

"An Act relating to revenue bonds issued by the Alaska Municipal Bond Bank Authority and the total amount
of bonds and notes outstanding of that authority; and providing for an effective date."1

and recommends: Senate Bill:
[ ]same title
be replaced with CS ) [ jnewtitle
House Bill:
adopt previous _ CS ) [ ]same title
[ jtechnical title
attached amendment(s) [ ] new: SCR#_
adopt Letter of Intent by Committee
further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#
DCED VflcA * * 2
° * * 1

[ 1 APPROPRIATION - no fiscal note

SIGNATURES AND RECOMMENDATIONS: Do Do Not 0 Rec  Amend

Pass Pass



FISCAL NOTE ht3 27 2003

I& , CJ
STATE OF ALASKA Fiscal Note Number: tef THIIME
2003 LEGISLATIVE SESSION Bill Version: SB 51
(S) Publish Date: 1/31/03

Revision Date/Time (Note if correction): Dept. Affected: Revenue
Title Alaska Municipal Bond Sank ;bru Alaska Bond Bank Authority

Authority Limits Component Alaska Bond Bank Authority
Sponsor Rules Committee
Requester Governor Component No. 108
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Sen/ices
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)

(Thousands of Dollars)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separata page ifnecessary)

This legislation would increase the Alaska Municipal Bond Bank's total borrowing limit from 3300 million to S500 million and
increase the amount of revenue bonds that may be issued in any one fiscal year from S50 million to S75 million.

The increase in the borrowing limit to 3500 million is needed as the Bond Bank expects to reach the existing limit in FYO04, if not
sooner. If all of the loan applications that have been submitted to the Bond Bank wero funded immediately, the existing 3300 million
cap would be filled and additional projects could not be funded, An inability to fund loans to communities will cost these
communities -- and possibly the state in reimbursement costs - in increased costs of issuance and interest expense.

The increaso from 350 million to to S75 million in annual revonuo bond authority is noedod in FY03 because the Bond Bank has
issued, or has requests lo issue, 356 million in revenue bonds by Iho end of March 2003. A failure to approve the increase in the
revonuo bond limit will potentially result in the City of Valdez needing lo issue two series of revenue bonds over two fiscal years,
increasing the cost of issuing these bonds by approximately S100.000, or delaying funding of tho city's project until July 1. 2003.

As the Bond Bank is self-supporting, and has sufficient assets to fund reserves, the increasos in statutory authorization would
not have any fiscal impact.

Prepared by:  Deven Mitchell, Slate Debt Manager

Division Treasury Division

Approved by:  Larry Parsily, Dopuly Commissioner
Agency Department of Revenue
IRow»MIVV2WIZOMU)

30MMTrrrEe COP

Phone 465-5469
Date/Time 1/29/03 2:23 PM

Date 1/29/2003

Page 1of L



FISCAL NOTE

STATE OK ALASKA Fiscal Note Number:
2003 LEG'SLAT'VE SESS'ON Bill Version: SB 51

(S) Publish Date: 2/14/03

Revision Date/Time (Note if correction):___ Dept. Affected: DCED

Title Bonds of Bond Bank Authority 'BRU Investments (122)
Component Investments

Sponsor Governor

Requester Senate Community & Regional Affairs Component No. 383

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) If funding for this bill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary)

This bill does not impact the fiscal operations of this department.

Prepared by:  Greg Winegar. Director Phone 907-465-2510

reported oijfl

I-'EB 2 7 2003

FY 2009

0.0

0.0

Division Investments Date/Time 2/7/03 10:18AM

Approved by:  Edgar Blatchford, Commissioner Date 2/7/2003
Agency Department of Community & Economic Development

(Rovuwd V2002 cmoi Page 1 Of 1
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LETTER AROM THE GHAIRPERON

Ib all Alaskans:

The year 2002 marked the 27th year ofexistence for the Alaska Municipal Bond Bank Authority
(Bond Bank). Since its inception in Augustof 1975, the Bond Bank has helped Alaskan communi-
tiessecure over halfa billion dollars in financing for public works projects that have improved the
standards of health, safety and education for our citizens. The municipalities using the services
ofthe Bond Bank have realized significant savings, reducing the burden on taxpayers throughout

the state.

The Bond Bank was created to assist Alaskan communities issue bonds. Some communities simply
lack familiarity with the financial markets, others seek to reduce the cost of issuing bonds, and

some municipalities find they can get better terms on bonds issued by the Bond Bank.

The Bond Bank realizes savings forcommunities inanumber ofways. We pool bonds, sellingmuch
larger issues than any one community would, thereby creating economies ofscale. Because ofour
level of activity, we contract for professional services at a lower cost than could less active bond

issuers. The Bond Bank also has a better credit rating than is available to most communities.

The Bond Bank provides services to urban and rural communities in every region of the State as

demonstrated by a review of the financial information that follows.

Beginning in 1977, the Bond Bank has remitted to the State of Alaska annual investment earn-
ings in excess ofoperating needs. At S23.K million, those remittance now exceed, by over S5.2
million, the $18.6 million appropriated by the State of Alaska to the Bond Bank between the
years 1976 and 19S6.

Fiscal year 2002 saw a continuation of the trend of increased use of the Bond Bank. Five series
of bonds were issued for over S39 million for projects in four Alaskan communities. Bond Bank

participation in these transactions is estimated to have saved almost million.

The Bond Bank is indeed an idea that works, m example ol the benefits that can be realized

through good government.

Inaccordance with Alaska Statute 44.55.100, we respectfully sulunit the attached year 2002 report
of the activities and financial condition of the Bond Bank.

We hope you share with us our pride in the Bond Bank’ accomplishments this outstanding
year.

Sincerely,

R. Desmond Mayo

2D()2 ANNUAL RM'ORI



The Bond Bank is a public corporation that aids

Alaskan communities by issuing bonds, and using the
the proceeds to purchase the municipalities’ general
obligation and revenue bonds. It commenced opera-
tions in August 1975.

The Bond Bank has a legal existence independent of
and separate from the State of Alaska. Bonds issued
by the Bond Bank are payable only from Bond Bank
funds. The State has pledged its moral obligation to
the maintenance ofa debtservice reserve forall of the
Bond Banks bonds. (For more information please see

Notes to Financial Statements.)

The powers ofthe Bond Bank are vested in its Board
of Directors. The membership ofthe Board consists of
live directors representing both the public and private

sector. The three private sector board members are

appointed by the Governor and serve four-vear terms.
They are joined on the Board by the Commissioner
of Revenue and the Commissioner of Community &
Economic Development (or their assigned represen-

tatives).

The Board of Directors operates in accordance with
the Bond Bank Act (AS 44.85), its published regula-
tions (15 AAC144) and its by-laws. The boards main

responsibility is to approve bond issues.

The Bond Bank may not issue revenue bonds in excess
ofS50 million in any fiscal year unless the Alaska Leg-
islature approves a greateramount. The Bond Bank is
further restricted to a limit of S300 million of bonds
or notes outstanding. Asoflunc 30,2002, obligations
totaled S221 million, allowing for additional bond is-

suances of approximately S79 million.

p.UA SIf4
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'Flie Bond Bank pays its own way. The Bond Bank}
reserve accounts serve to both guarantee the bonds and
provide investment income. All oF the Bond Banks
costs are paid From these investment earnings. The
earnings From its investment accounts exceeded ex-
penses by S614,674 during the fiscal year endingJune
30, 2002. Such excess funds are payable to the State
oF Alaska. Every year since 1977 the Bond Bank has
returned excess earnings to the State For a cumulative
total of S23.S million, exceeding by over S5.2 million
the States original investment 0 FS18.6 million (ap-

propriated in the years 1976 through 1986).

Alaskas investment in the Bon : Bank iscompounded

in other ways.

Alaskan communities taking advantage oF the Bond
Bank's sendees realize considerable savings. These

communities may have low bond ratings or, although

creditworthy, have notissued bonds or notes, or have

little outstanding debt, and lack investor Familiarity.

Some larger communities, capable ofissuing theirown
bonus, find that the Bond Bankssendees resultin less

expense, especially for small bond issues.

In addition to the annual dividends received From the
Bond Bank, it costs the State of Alaska less money to
reimburse communities For such capital projects as
schools built with Funds provided by Bond Bank issues.
Since bonding expenses For Alaskan communities are
less than they would beotherwise, the interestexpense

is less For the State.

‘I'ne Bond Bank operates efficiently. Department of
Revenue staff serve as executive director and provide
accounting support. Where economies ofscale dictate,

the Bond Bank hires outside professional staff.

CUMULATIVE APPROPRIATIONS COMPARED TO CUMULATIVE EXCESS EARNINGS RETURNED TO STATE

25001)000

2uaco

Returned lo State - $23,790,698

Appropriations - $18,601,413
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Tlie Bond Bank is organized to work with all Alaska
municipalities, especially new and infrequent issuers of
debt for capital projects. From the time a municipality’
contacts the Bond Bank, legal and financial profession-
als with extensive experience in Alaska financing begin
working with municipal managers to develop the most

advantageous financing program for the community.

If it becomes clear that debt financing through the
Bond Bank isneither possible norappropriate, forany

particular municipality, the Bond Bank will continue

Cily ol Kaklovik $730.000
Cilv & Boiouijh of Kclchlkan $785,000
Ci'y of Bethel $795,000
1, Cily of Hoonah 1$1,000,000
L] Cily & Hoiough ofYakufal | $1.105,000
tm ? ' Cily ol Vakulal | $1 105.000
Cily of Ctaiy m $1.500.000
Inlor-Island Feuy Authority unS|.fi65.000
Cily of 1laincs = = $51.950.U00
Fairbanks North Slai Biuough -a$2,000,000
Cily ol Ncniina an$2,130,000
Cilv of Kunal $3250000
Cilv ol Cordova I $3 330.000
( ify of Palmer | $3935.000
lirislol liay Roioiirjh | $4.000.000
Ketchikan Oalcvyay Borough 1$ 4 250000
City of Soldotna 1 57.070.000
Cilv of Pcliisburri LTI 1 $7,799.(100
Cily of Kodiak
Cily of Homer
Cilv ul \\ran(]cll
Cily of Nonv
Reserve 1$12,127,000

City ol falihanks
Kodiak Island Bmoirtjh
Aliiuti.ins r.isl lioimi(]h

Anchor,me m H m
Cily of 1 ri.ilisk.i
Cily ol Wavilla [ I B BN ]

Malanuska-Susflha Horouoh
Cily of Seyy.ml

fake and Peninsula Boioucjh
Kenai Peninsula Bommih
(ily A Boioinill nl Slika
Noillnyecl Arclit Boiough
Cily A Boieugh ill liine.iu
(ily nl Keli Ink.in

mm $13290,0011
S14.760000

EEm

to work with the municipalitys administration to find
other means or ways of meeting their financial objec-

tives.

In most instances the Bond Bank is able to relieve mu-
nicipalities from paying certain costs ofissuing bonds,
such as official statement printing, trustee and paying
agent fees. For this reason, even large communities
with a track record of issuing bonds occasionally seek

the services provided by the Bond Bank.

14.4%
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mmhhbh 357k5.000

RrrUNHNINGS OR RCSCR\I S
$17,100,000
S18,7653)00
m = m a $20,935000

1524.130000

| $24 275,000
1 $28,340,000
| $28,464,000

= mEnmEE’ 380000
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I'ne Bond Bunk issues mostly tax exempt bonds. Pur-
chasers of these bonds, including bond mutual funds,
institutional investors, and insurance companiesdo not

have to pay taxes on the income received.

Each individual issue of the Bond Bank is reviewed by
Moody’s Investors Service and Standard and Poor's

Corporation.

Because the Bond Bank has received “A” ratings, consid-
ered “investment grade,” from these two major national
bond raring agencies, itisable lo borrow money at lower

interest rates than most Alaskan municipalities.

In addition, when it is economical and cost effective
in do so, the Bond Bank obtains bond insurance, and

thereby secures “AAA” ratings.

The Bond Bank strengthens its portfolio by including
Alaskan communities widely distributed geographi-
cally, with different economic bases, and limiting
the total percentage of bonds committed to any one

municipality.

The Bond Bank often pools municipal general obliga-
tion bond issues into asingle issue. Following the sale
of the issue, the Bond Bank purchases the individual

issues from each community.

\IrZ, AN, \Ig
N NI

An important reason for the Bond Bank’ favorable
bond rating and lower borrowing costs isthat itsecures
its bonds with reserve funds supported by the “moral
obligation” of the State of Alaska.

The reserve funds are available to cure defaults, should
they occur. For General Obligation Bonds, two-thirds
ofthe restive isfunded from bond bank assets and one-

third is funded from the proceeds of new bond issues.

The reserve fund isnormally used to leverage debt at
better than an eleven to one ratio. Forevery Si million
placed in the reserve fund, more than SI | million of

outside capital is attracted to the state.

72100

CURRENT _FINANCINGS

(o N hid
fym ISR
51,725,000

REVENUE BONDS 200! SERIES A
Ketchikan Gateway Borough

Borough’ share of new fcrty for airport access
Filch AAA: Standard & Pool's AAA

Competitive sale; 17 year;

True Interest Cost 4.6762%

52,525,000

REVENUE BONDS 200! SERIES B
Ketchikan Gateway Borough

Ketchikan airport terminal improvements
Fitch AAA: Standard & Poor's AAA
Competitive sale; 17 year;

True Interest Cost 4.9795%

515,475,000

GENERAL OBLIGATION BONDS 200! SERIES A
Northwest Arctic Borough

School construction in Kiana and Sclawik

Moody's AAA: Standard & Poor's AAA

Competitive sale; 20 year;

True Interest Cost 4.7986%

53,835,000

GENERAL OBLIGATION BONDS 2001 SERIES B
Aleutians East Borough - School construction in
Akutan & False Pass. Dock construction in Akutan
Moody's AAA: Standard & Poor's AAA

Competitive Sale; 20 year,

True Interest Cost 4.5002%

S15,445.000

GENERAL OBLIGATION BONDS 2002 SERIES A
Cily ofWasilla

Meeting, hockey, and recreation facility

Moody's AAA: Standard & Poors AAA

Competitive sale; 10 year;

True Interest Cost 4.0378%

2002 ANNUAI REPORT
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Municipal general obligation bonds, the Bond Bank}
mainstream program, are usually issued to finance
facilities thatdo notgenerate revenue, such as schools,
roads, public safety and municipal buildings. Such

bonds must he approved by the municipal voters.

Bonds issued by die Bond Bank to purchase municipal

general obligation bonds are secured by:

e Full faith and creditofeach respective community
with no taxing limitation for the general bonded
debt issued to tbe Bond Bank.

« '[’lie Bond Bank3’ general obligation debt service
reserve fund. This reserve is generally funded in
an amountequal to maximum annual debt service

on all the Bond Bank general obligation bonds.

* All Bond Bank assets shall be used to restore the
debt service reserve to an amount that equals the
maximum annual debt service 011 the Bond Bank

bonds.

e The statutory rightofdie Bond Bank, in the event
ofdefault, to demand and receive any funds held by
a state agency which are payable to the defaulting

municipality.

e The moral obligation of the State of Alaska to

maintain the debtservice reserves at their required

levels.

I'ml-. NH.nlws

S:U,120000

I Nl
S10.S70.000

10LS Mil INCLL 1)1
FEMINDINGS

Resolves

S| '1587.00(1
Ro.iOs

Si" 980,000
li.rni|H)td,illoii
S| 865000
Utilities
S51.511.0W

Wilier & Sewer
S11,101 MO

REVENLE BONDCB

Revenue Bonds are used to finance revenue-producing
capital improvements such as utility or port facilities.
Because they are notsecured by a municipality s taxing
power, such bonds do not normally require municipal

voter approval.

Bonds issued by the Bond Bank to purchase municipal

revenue bonds are secured by:

¢« A pledge of the revenues from the facility being

financed.

e The municipalities’ reserve fund under their bond
resolutions. The reserve fund generally is funded in
an amount equal to maximum annual debt service

on the municipalities’ bonds.

e The Bond Bank reserve fund under the bond reso-
lution for that issue. The reserve bind generally is
funded inan amount equal to maximum annual debt

service on the Bond Bank bonds.

e The statutory right of the Bond Bank, in the event
of a default, to demand and receive from a state
agency any funds held by that state agency which

are payable to the defaulting municipality.

e The moral obligation of the State of Alaska to
maintain the debt service reserves at their required

levels.

Aliipofts
56,745.000
IUtkiiKi
517.100,000

Community
525,365000

Sihools
S2/S-107.000

llospilvlls
$27.800000
Mnnirip.il
SItOSono
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1976 GENERAL BONO RESOIUIIOH (UND PRINCIPAL
1992 SERIES A S 1,015,000
1992 SERIES B 1,020,000
1993 SERIES A Isl Issue 4,570,000
1993 SERIES A 2nd Issue 790,000
1993 SERIES A 3rd Issue 4,645,000
1993 SERIES B 720,000
1993 SERIESC 200,000
1994 SERIES A 865,000
1995 SERIES A 7,595,000
1995 SERIES B 1,140,000
1995 SERIESC 2,660,000
1995 SERIES D 1,595,000
1996 SERIES A 2.275,000
1996 SERIES BB 6,825,000
1997 SERIES A 895,000
1997 SERIES B 10,200,000
1998 SERIES A 7.420,000
1998 SERIES B 3,045,000
1999 SERIES A 11,900,000
2000 SERIES A 9,145,000
2000 SERIES B 10,045,000
2000 SERIESC 21,845,000
2000 SERIES 1) 1,750,000
2000 SERIFSE 15,095,000
2000 SERIES F 1095,000
2001 SERIES A 15,475,000
2001 SERIESB 3,835,000
2002 SERIES A 15,455,000
163,115,000
GOASAL BNERGy IMPAD FRORAMIRBVBENLE BINCS
Consul Energy Reserve lonn Fund 11,095,878
1990 Revenue Bond Resii'uiion fund 860.000
1993A Revenue Bond olulion Fund 3.645,000
1993B Revenue Bond Resolution Fund 1,385,000
1993C Revenue Bond Resolulion Fund 905,000
1995,A Revenue Bond Resolulion Fund 2.730,000
1997A Revenue Bond Resolulion Fund 15,225,000
199SA Revenue Bond Resolulion Fund 8,965.000
1998B Revenue Bond Resolulion Fund 1,890,000
1999A Revenue Bond Resolution Fund 1,865,000
2000.A Revenue Bond Resolution Fund 1,675.000
200013 Revenue Bond Resolution Fund 3.000,000
2001A Revenue Bond Resolulion fund 1,725,000
2001B Revenue Bond Resolution 1und 2,525,000

S 220,605,878
SIMVARy GF 10IAI DEBl SFRCE REQUIRAVENTS By ASCAL YERR

ASCAL YEAR PRINCIPAL
2003 17,215,000
2004 17,660,000
2005 21,890.000
2006 16,775,000
2007 12.010,000
J008-2012 62.300.000
2013-2017 43,770.000
2018-2022 28,350,000
2023-2024 635.878

S 220,605,878

2002 WNI'Al R I'ORI

INTEREST

S 31973
705,816
365.878
190.713
809,879

36,325
9,675
70,320
1.429,509
517,923
342,096
675,491
255.361
2,061,902
139,725
4,764,879
3,338,61_
567,401
5,400,268
4,268,607
6,364,414
13.767.509
1,133,792
4,796,447
435263
8,474,586
2,078,486
4,134,922

67.170.862

6,367,348
450,194
382.673
309,350

44,490

1,181,713

8.120,491

2,177,851
301,176

1,108,608
229,392

1,839,392
797,526

1.244,109

S 91.725,175

INIEREST

9,728.909
9,286600
11,894 538
7,907,055
7,168,983
21.647,757
13,871.525
3,805,686
414,122

S 91,725,175

TOTAL

S 1.046,973
1.725,816
1,938,878

980.713
5.454,879
756,325
209,67r
935,320
9.024.509
1.657,923
3.002,096
2,270,491
2.530,361
8,886.902
1.034,725
14,964,879
10758,612
3612.401
17.300,268
13.413,697
16,400.414
35.612.509
2883,792
19,891.447
1,530,263
23949,586
5,913.486
19.589,922

230.285,862

17,493,226
1310,194
4.027.673
1.694,350

949,490
3,911,713

23 345,491

11.142,851
2.191,176
2.973.608
1904,392
4839,392
2,522,526
3.769.109

S 312.331,053

TOIAL

26.943.909
26.946,600
33.784,538
24,682,055
10.178,983
89,947,757
57.641525
32.155,686

1,050.000

S 312,331053
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R CESVOND "DESI" MAO
Chotrmon

lcrm expires July 15. 2003

Mr. Mayo is the Finance Manager
and ChiefFinancial Officer forMu-
nicipal Lightand Power in Anchor-
age, Alaska. Prior to this, Mr. Mayo
was tne Corporate Controller for
Alveska Pipeline Service Company
for four years and the Director of
Finance and Chief Financial Of-
ficer for the Matanuska-Susitna
Borough, Alaska for ten years. | lis
duties at the Matanuska-Susitna
Borough included bonding, cash
management, budgeting, and tax
collection. From 1979 through
19S7, Mr. Mayo worked foran in-
ternational CPA firm, controller for
a real estate developmentcompany
and then comptroller forthe M ata-
nuska-Susitna Borough, Mr. Mayo
graduated from the University of
Alas and has attended graduate
classes at Alaska Pacific University.
Mr. Mayo has served as an appoin-
tee by Governor Knowles to the
Alaska State Pension Investment
Board; and he also served on the
Governor's Fiscal Policy Transition
Team. Mr. Mayo has also served on
the hoards of the United Way of
M atanuska-Susitna Borough and

I labitat for I lumanitvM at-Su.

iPK PEFER
Vice Chairman
Term expiies July 15, 2005

Mr. Pfeifer wasappointed October
10,2001. Mr. Pfcfferisaregistered
architect who has owned and led
an architectural practice in Alaska
for over 20 years. Me is active in
the development, design and man-
agement ofcommercial real estate
projects, many of which include
public/private partnerships. He isa
partnerin the linns Koonce Pfcffer
Bettis, Inc, and Venture Develop-
ment Group, LLC. Mr. Pfcffer
received a Bachelor or Architec-
ture Degree from the University
of Nebraska in 1980,

BOND BANK AUTHORITY



SHARAI KALLY
Member
lerm expires July 15, 2005

Sharon Kcdly-Mcmbecr. Term
expires July 15, 2005. Ms. Kelly
was appointed on July 20, 1995,
reappointed on September 11,
1098 and reappointed for a third
term on July 18, 2002. Ms. Kelly
has been the Presidentand CEO of
the Alaska State Employees Fed-
eral Credit Union since 1983. She
also serves as Vice Chairperson of
the Alaska Credit Union League, a
trade association for credit unions
in Alaska. Ms. Kelly has worked
for various governmental entities
including the Legislative Affairs
Agency, the City and Borough
of Juneau and the Lieutenant
Governor's Office. She served as
the Treasurer of the Alaska Com -
mittee in 1994, and is currently
active in the Catholic Commu-
nity Services Board, the Douglas
Fourth of July Committee and

Capital Associates.

NAL SONK
Membet

Mr. Slotnick is the lirst delegate
for Wilson Condon. Air. Slotnick
is the Deputy Commissioner of
Revenue. Mr. Slotnick oversees
the Departments Treasury and
Tax Divisions. Before coming to
the Department of Revenue, Mr.
Slotnick served since 1991 as an
Assistant Attorney General in the
Department of Law, where he su-
pervised the Commercial Section
injuncauand worked on many De-
partment of Revenue cases. Oi .fi-
nally from Fairbanks, Mr. Slotnick
clerked for former Alaska Supreme
CourtJustice Jay Rahinowitz, and,
before law school, worked out of
the Laborers’Union and managed

a small retail business.

2002 ANM1 \L RI PORT

GEGVWNEGR
Member

Mr. Winegar is the lirstdelegate for
Deborah B. Sedwick. Mr. Winegar
was appointed Director of the Di-
vision of Investments on May 22,
2000.

various direct lending programs

’Phis Division administers

for the State and services loans for
other State agencies, representing
approximately 3,500 accounts total-
ing S250 million. Prior to his ap-
pointment a., Acting Director, Mr.
Winegar served as the Division
of Investment's Lending Branch
Manager for 21 years. Mr. Win-
egar received his Bachelors degree
from the Evergteen State College
in 1973, In 1974. lie accepted a po-
sition with the predecessor to the
Department of Community and
Economic Development asa Clerk
Typist Il and was promoted several
times over the next live years. In
addition to his work as Lending
Branch Manager, he also served as
a Loan Officer for tbe Department
for live years where his responsi-
bilities included credit analysis and
recommendations for commercial,
multi-family, residential and con-

sumer loan rctpiests.
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Bxecutive Director, oopcinted Apil 7,1998

.Mr. Mitchell also serves as the State
Debt Manager anti Investment
officer in Department of Revenue-
Treasury. Mr. Mitchell has worked
for the State of Alaska Departmentof
Revenue since 1992. lie previously
held several positions in Alaskan
financial institutions. Mr. Mitclv-H
holds a Bachelor of Science it' Busi-
ness Administration from Northern
Arizona University.

ANANOAL ADASR

WESTERN ANANOAL GROLP UC

Provides loan analysis services,
including recommendations as to
the adequacy of loan applications,
credit worthiness, projected capa-
bility to repay, and die overall effect
a proposed loan will have on the
credit of the Bond Bank. Assists in
preparation ofthe official statements,
recommends type and timing ol Imud
sales, negotiates with underwriters
anil assists with investment of vari-
ous funds. Also coordinates financial
reviews with bond rating houses and
prepares other general financial re-
views and analyses required by the
Bond Bank.

BOND CONHL

WOHLfORIH VSR JOHNSON & BRECHT
Prepares for the authorization, sale,
issuance and delivery’of Bond Bank
bonds, Prepares series resolutions,
notices 0"'sale; assists in preparation
of olTiei.il statements; renders nec-
essary opinions as required; and pro-
vides other general legal services.

BETTY MARIN GA

Deputy Tregjurer. oppoinled April 7.1998

Ms. Martin is the Comptroller for
the State of Alaska Department X
Revenue Treasury Division. Prior
to joining Treasury, Ms. Martin’
positions included the Controller
for Kootznoowoo, Inc., an Alaska
Native village corporation; Finance
Director for Prince William Sound
Aquaculture Corporation in Cor-
dova, Alaska; and Assistant Control-
Iv for Faulkner N Gray, a major
New York publisher. Ms. Martin
holds a Bachelor of Science Degree
i Accounting and Finance and an
Economics Minor from California
State University, Sacramento. She
is a Certified Public Accountant in
the slate of Alaska and a member of
the \merican Institute of Certified
Public Accountants.

TRUSTERPAYING AGENT

JP MIRGAN TRST COMPANY

Acts as custodian of the bond pro-
ceeds and supervises the investment
of funds for the purposes specified
in the iiond resolutions. The trustee
oversees debt service fundsand main-
tenance of certain reserve accounts
required in the contract with the
bondholders. As paying agent, makes
all necessary interest and principal
payments to the bondholders.

INVESTMENT MANAGER
AAKAFERVANNT GHITAL MANNGEVENT

QOMVPANY

Supervises and controls tbe in-
vestment of the custodial funds
and the trustee funds. Also provides
analyses of investments, advice on
investment guidelines, and directs
the investment ofall funds in accor-
dance with Authority procedures and
guidelines.

QBTADIAL BANK

ARST NATIONAL BANK Of ALAKA
Acts as the Authority's bank for pro-
cessing all fund transactions.

BONN BANK Al'mlK) K11Y
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MANAGEIVENT'S DISCUSSION AND ANALYSIS

'This Managements Discussion and Analysis (MD&A) is a new section of the Alaska Municipal
Bond Bank Authority's (Bond Bank or Authority) financial report. It is required by GASB 14, a
new rule established by the Governmental Accounting Standards Board. This section isintended
to make the financial statements more understandable to the average reader who is not familiar

with traditional accounting terminology.

This annual report has three integral parts: this MD&A and the financial statements with the
accompanying notes that follow, as well as the firstsection that includes historical and statistical
information, logether, they present the Bond Banks financial performance during the fiscal year

ended June 30, 2002. Summarized, prior fiscal year information is shown within this MD&A

GASB 34 requires two financial statemems: the statement of net assets and governmental fund
balance sheet and the statement of activities and governmental funds revenues, expenditures

and changes in fund balances. These statements report financial information about the Bond

Banks iitivitiei usigi Eenerally accepted accounting principles.

e During fiscal year 2002 the Bond Bank approved seven municipalities’ applications
and purchased S3S million in municipal bonds. The subsequent issuance of Bond Bank
bonds of S39 million resulted in approximate savings of S3 million to the borrowing
communities. This activity level and community benefit level iscomparable to FY 2001
when the Bond Bank issued S44 million to fund 12 projects and provided savings of

approximately S4 million to the borrowing communities.

e« The financial position of the Bond Bank remains strong. All reserves are fully ft ruled

and invested to provide earn Igs for the Bond Bank’s operations and transfers to the
Thg ;tiéem ent of net assets report assets, liabilities and net assets of the Bond Bank.

Assets represent 1) the value of the Bond Banks investments and investment income receivable
on the financial statement dates, recorded at fair market value, and (2) bond principal and interest
payments receivable from municipalities. The investments generate income for the Bond Bank
to use to meet reserve requirements and pay operating costs. F.xcess investment earnings are
distributed to the State of Alaska’ (State) general fund each year. Interest received on bonds

purchased from municipalities is used to pay the Bond Bank's corresponding interest payments

o[ Iii i"?? that it has issued.

I.Labilities represent claims against the Bond Bank for 1) goods and services provided before tile
financial statement date but not yet paid for at th 1date, and 2) interest and bond payments due

io purchasers of the Bond Bank’s bonds after the financial statement date.
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Net assets are comprised of two components. The restricted portion reflects monies maintained
in separate trust accounts where their use is limited hy applicable hond covenants for repayment
of bonds. The unrestricted portion reflects the accumulated excess of the Authoritys share of
earnings on investments held over those earnings distributed to the State as well as investment
income that has not been realized and therefore is not yet subject to distribution to the State%

general fund.

The following table shows the value of Bond Banks assets summarized as ofJune 30, 200J and
2001 as well as liabilities and net assets.

Chan?e from 200J to 2002

As of lunc 30, ncrease IDe  case)
2002 2001 Dollars Percent
Assets:
Cash and investments S 15077518 44,566,056 3,511.792 7.9%
Bonds and ! >rd inter-it teceivablc 221.421.2fd 198.421,1 ij 23,000151 11.6%
Total assets 269,499,112 242,987,169 26,511.943 10.9%
Liahilities:
Accounts payable 33,120 19,114 14.006 73.3%
Bonds and hond interest payable 225.562.439 204.919.560 23.942.579 11.7%
Due lo primaiv government 901,546 591,857 309.959 52.4%
Total liabilities 229.797,405 205,530,831 24.266.574 11.8%
Net assets:
Restricted 1S201,702 17,039,595 1,162.107 6.8%
Unrestricted 21,500.005 20.416,743 1,083262 5358
Total net assets S 39.701,707 37.456.338 2.245.369 6.0%

The increase in cash and investments reflects additional reserves collected this year in conjunc-

tion with bond offerings plus an increase in market values.

The increase in bonds and bond interest receivable, as well as in bonds ami bond interest pay-
able, reflects the issuance of approximately S30 million in new bonds during the year net of

payments of just over Si 5.3 million.

Due to primary government represents the excess of realized investment income over current
year operating expenses and reserve requirements. The majority ofthe increase this year isdue
to a one-time settlement of S2S7.172 received bv the Bond Bank from Bank of America. The
Bond Bank agreed to transfer the settlement to the State in return for certain indemnifications

related to the settlement.

Restricted net assets represents a portion of the original appropriations made by the State of
SIN/iOl.-11-1 to fund the Bond Bank. There have been no new appropriations since 19Kb. The
Bond Bank fully funds itself out of investment earnings. Unrestricted net assets represent ac-
cumulated earnings on Bond Bank investments and unrealized gains that are segregated until

itM fim |1
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realized. The majority of the increase in unrestricted net assets is due to market conditions and
the increase in fixed income security returns over the year. The Bond Bank’ investments are-

all held in fixed income securities.

The statement of activities shows the activity that occurred during the last fiscal year.

(I\DAR €

(SAUAY )
Revenues normally include earnings on .1vestments and interest payments received from mu-
nicipalities. Earnings on investments include in *n ,t on lixed income marketable securities
and the change in fair market value of those investments. During 2002 there is one additional
source of revenue. The Bond Bank received a settlement payment 0fS287,172 from the Bank

of America as partofan agreement between Bank of.uueriea, the State and several bond issuers

tigiugii‘;; the state.

Expensesinclude interest payments made to bond holders who purchased the Bond Banks bonds,
payments made to the State of Alaska, and operating expenses. Operating expenses include all
expenditures required to issue bonds duH"g the current year and include in-house expenses as

well as external consultant fees. Expenses are subtracted from revenues.

Change from 2001 to 2002

As of June 30, Increase (Decrease)
2002 2001 Dollars Percent
Revenues:
Interest income on bonds receive,hie S 10476.684 9.347,174 1,129,510 12.1%
ImesImenl earnings 3,773,809 3.715,671 58,138 16%
Settlement income 287,172 287.172 0.0%
Total income 14537,665 13062,845 1,474,820 11.3%
Expenses:
Interest expense 1,909,508 9,721.761 1.187.747 12.2%
Operating expenses 480,94. 494,563 (13,621) (2.8%)
Payments to pmnaiv government 901.846 591,857 309,989 5241,
Total expenses 12.292.296 10,808,181 1,484,115 13.7%
Change In net assets 2245,369 2.254,664 (9,295) (0.4%)
Net assets, beginning of .period 37,456.338 35.201.674 2,254.664 64%

Net assets, end ol peiiod S 39.701.707 37.456,338 2,245,369 (1.0%
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Interest income and expense on bonds receivable and payable are a function ofthe total amount
ofbonds outstanding and die age of tbe bonds. The increase in both these line items is expected
given the net increase in bond issuance over bond payments over the last several years.

Investment earnings are a function ofmarket conditions. Because the Bond Bank only holds fixed
income securities it was not subject to tbe volatility experienced by the equity markets during

wmle change in investment earning from 2001 to 2002.

The governmental hinds include the General Fund which accounts for the primary operations
of the Authority and the Debt Service Fund which accounts for tbe resources accumulated and
payments made on the long-term debt of the Authority. The primary difference between the
governmental hinds and the statement of net asset; is the elimination of inter-fund payables
and receivables and bond proceeds are reported as financing sources in governmental funds and
thus contribute to the change in fund balance. In the statement of net assets, however, issuing
debt increases long-term liabilities and does not affect the statement of activities. Similarly,
repayment of principal is an expenditure in the governmental funds, but reduces the liability in
the statement of net assets.

The following tables show tbe changes in governmental funds.

Change from 2001 to 2002

Asof lunc 30, Increase (Decrease)
2002 2001 Dollars Percent
Assets:
Cash and investments $ 21,140,653 20,159.346 981,309 491
Accrued interest lecoivable 304,793 252,020 52.773 20,998
Total assets s 21.445.44S 20,411 366 1,034,082 5198
Liabilities:
Accounts payable and accrued liabilities 169,779 153511 16268 10698
InteilTinr! payables 328.403 50.914 277.489 545.098
Due to primary government 901,846 501,657 309.989 52,498
Total liabilities 1.400028 796262 603746 75.8%
fund balance
Reserved 399,712 1.453,830 (1,054,118) (72,598)
Unreserved 19645,708 IS. 161.254 1.484,454 8:2%
Totdl nel assets 20.045.420 19,615.084 430,336 2298

lota’ liahilities and fund balance $ 21,445.448 20.411366 1,034,082 5.1%
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Asscls:
Cash and inveslmenls
Bonds anti bond interest receivable
Interfund receivable

Total assets

Liabilities:
Accounts payable
Total liabilities

Fund halance-
Reseived

Total liabilities and fund balance S 24S.352.067

Revenues:
Interest income
Settlement income

Total income

Expenditures:
Operating expenses
Payments to primaiy government

Total expenses

Other financing sources -
Transfers

t xcess ol revenues oxer expenditure
fund balance, beginning of period

1und balance, end ol period

8 SRAERND
As of June 30,
2002 2001
S 27,162,193 24,656,710
220,891,-171 197,919,093
32S.403 50,914
S 248.352.067 222,626.717
5 87 2.349
87 2,349
24S.381.9S0 222,624,368
222.626.717
GENERAL FU\Dt
As of June 30,
2002 2001
S 176164 1,791,806
287,172
2.048,826 1791,806
480,942 526,890
901,846 591,857
1.352.788 1.118,747
(235,702) 939,170
430.336 1612.229
19.615.084 18,002.855
S 20045,420 19.6)5.084

Change from 2001 lo 2002
Increase (Decrease)

Dollars

2.505,483
22.972.37S
277.489

25,755,350

(2.262)
226)

25,757,612
25,755.350

Percent

10.2%
11.6%
545.0%

11.6%

(96.3%)
(96.3%)

11.6%
11.6%

Change from 2001 lo 2002
Increase (Decrease)

Dollars

(30.152)
287.172

257,020

(45.948)
309,989

264,041

(1.174,872)

(1.181.893)
2,254,664

1072771

Percent

(L.7%)

14.3%

u 70j)
52.4%

23.6%

(125.1%)

(73.3%)
125%
5.5%
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Change from 2001 to 2002
sdlred) Increase (Decrease)
2002 2001 Dollars Percent
Revenues:
Interest income on bonds receivable S 10,476,684 9,347,174 1,129,510 12.1%
Investment earnings 2,012.155 1,923,865 88,290 4.6%
Tolal income 12.458.839 11,271,039 1.217,30)) 10.8%
Expenditures:
Interest payments 10.716.929 7,987578 2.729,351 34.2%
Principal payments 15265,000 15.632,000 (307.000) (2.3%)
Tolal expenses 25.981.929 23,619,578 2,362 351 10.0%
Olher financing sources:
Bond proceeds 39.015,000 44210,000 (5,195,000) (11.8%)
Transfers 235.702 (939.170) 1,174,872 (125.1%)
Excess ol revenues over expenditure 25,757.612 30.922.291 (5,164.679) (16.7%)
Fund balance, beginning of period 222,624,368 191,702,077 30.922.291 16,1%
Fund balance, end of period S 248,381,980 222,624,368 25,757,612 11.6%

At year end the Authority hud 5220,605,878 ol bonds and notes outstanding up 12% from i
Si06,855.878 atJune 30,2001. The debt issecured by the assets of the Authority. The outstand- <Eft#
ing balance is comprised of the following:

General obligation bonds payable $ 163,115,000
Revenue bonds payable 46,395,000
Coastal Energy noles payable 11,095,878

220.605.878
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INDEPENDENT AUDITORS' REPCRT

The Hoard of Directors

Alaska Municipal Bond Bank Authority:

We have audited the accompanying financial statements ofthe governmental activities and each
major fund of Alaska Municipal Bond Bank Authority (a Component Unitofthe State of Alaska)
as of and for the year ended June 30, 2002, which collectively comprise the Authority$ basic
financial statements, as listed in the accompanying table ofcontents. These financial statements
are the responsibility of the Authority's management. Our responsibility is to express an opinion

on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain rea-
sonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in die
financial statements. An auditalso includes assessing the a: counting principles used and significant
estimates made bv management, as well as evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities and each major fund of the Alaska M unici-
pal Bond Bank Authority (a Component Unit of the State of Alaska) as ofJune 30, 2002, and
the changes in financial position thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

As discussed in note | to the financial statements, as ofjulv |, 2001 the Alaska Municipal Bond
Bank Authority adopted Government Accounting Standards Board (GASB) Statement No. 34,
Basic Financial Statewaits—mid Alanatreinents Discussion mid Analysis—for State and Local Govern-
ments, as amended.

The accompanying required supplementary information ofmanagements discussion and analysis
on pages | through (iis not arequired partofthe basic financial statements but is supplementary
information required by accounting principles generally accepted in the United States of America.
We have applied certain limited procedures, which consisted principally of inquiries of manage-
ment regarding the methods of measurement and presentation of the required supplementary

information. Ilowcver, we did not audit the information and express no opinion on it.

lcp

September 13,2002

fum H
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STATEVENT OF NET ASSETS AND
GOVERNIVENTAL FUNDS BALANCE SHEET

June 30, 2002

Assets
Cash and cash equivalents
evestments, at fair value (note 3)

Accrued interest receivable:
Bonds receivable
Investment securities

Bonds receivable (note 4)

Interfund receivables

Total assets

Liabilities

Accounts payable

Accrued interest payable

Arbitrage interest rebate payable
Interiund payables

Due to primary government
Long-term liabilities (notes 4 and 5):

Portion due or payable within one year:

General obligalP t Hands payable
Revenue bonus payable
Oilier long-term debt

Portion due or payable alter one year:
General obligation bonds payable
Revenue bonds payable
Oilier long-term debt

Tolal liabilities

Fund Balanc.es/Nel Assets
Fund balances:
Reserved
1Jnresetved

Tolal (und balances
Tolal liabilities and fund balances

Net assets:
Restricted lor debt service
Unrestricted

Tolal net assets

Genctal
Fund

S 782,709
20,132.946

2.680
302,113
225,000

S 21,445,448

S 33,033

136,746
325.403
901.846

1,400,028

399712
19,645.708

20.045,420
S 21.445448

Dcbl Service
Fund

6,692,330
20,469,863

7,953,067
310,526
212.627.57S
328.403

248,382,067

87

248,381,980

248.381,930
248.382,067

Total

7,475,039
40,602,809

7,955,747
612,639
212.552.578
328.403

269,827,515

33,120

136,746
328.403
901,846

1.400.115

248,781,692
19.645,708

268,427,400
269.827.515

Adjustments
(Note 6)

(328.403)
(328,403)

8,119,815

(328.403)

13.110000
4,075,000
30,000

150.005,000
42,320,000
11.065.578

228.397.290

(248,781,692)
(19,645,708)

(268.427.400)

18,201,702
21,500.005

S 39,701,707

Statement ot
Net Assets

7,475,039
40,602,809

7.955,747
612,639
212.852.57S

269,499,112

33,120
8.119,815
136746

901,846

13,110,000
4,075.000
30,000

150,005,000
42,320,000
11.065.878

229.797.405

18201,702
21,500,005

39,701,707

bVcaccnniiMiiviiui Holes In lin.imi.il slLileiiienK



STATEVENT OF ACTIMTIES AND GOVERNIVENTAL FUNDS REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE

For the year ended June 30, 2002

Revenues:
Investment earnings S
Settlement income (note 7)
Arbitrage interest rebate refund
Interest income on bonds receivable

Total revenues

Expenditures/expenses:
Debt service:
Principal payments
Interest payments/expense
Payments to primary government
Professional services
Personal seaices
Printing and advertising
Administrative travel
Office expense
Miscellaneous expenses

Tolal expenditures/expenses

Excess (deficiency) ol revenues
over expenditures/expenses

Other financing sources/uses:
Proceeds of bonds payable
Transfers - internal activities

Tolal oilier financing source/use

Excess (deficiency) 0f revenues and
transfers in over expenditures/
expenses and transfers out

Change in net assets

Fund balances/riel assets:
Beginning ol the year

General Debt Service
fund Fund

), 735,753 2,012,155
287,172
24.901 -

- 10.476.654

2,048,826 12,488.839

15,265,000
10,716,929

901,846
378.463
65,023
26.055
8.520
1774 -
1,107 -

1.382.7SS 25,981,929

666,038  (13.4r3,090)

39,015,000
(235.702) 235.702

(235,702)  39.250.702

430,336 25,757,612

19,615.084  222.624,36,

End of the year 5 20,045,420 248,38’ 980

THE BONO BANK w /'-

Tolal

3,718,908
287,172
24,901
10,476,684

14,537.665

15,265,000
10,716,929
901,846
378,463
65,023
26,055
8,520
1774

1,107

27,364,717

(12,827052)

39,015,000

39.015,000

26,187,948

242.239.452
268,427.400

Adjustments
(Note 6)

(15,265.000)
192,579

(15,072421)

15,072.42)

(39,015000)

(39.015000)

26.187,948
2.245.369

(204.783 114)
(176.349797)

Statement of
Net Assets

3,748,908
287,172
24,901
10.476,684

14,537.665

10,909,508
901,846
378,463

65,023
26,055
8,520
1774
1,107

12,292.296

2,245.369

2.245,369

37,456,338
39.701.707

See ,iiumi[MMYin<) note'. In lin.inti.il Ylotenienls
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NOTE 2

ALASKAM INAPAL BOND BANK Alliil ICRIV (A Compnminl 1'nil d the Sliilc of Alashu)

NOIES ro ANSNOAL_SIABVENS

HISTORY/REPORTING ENTITY

The Alaska rVhinicipal Bond Bank Authority (Authority or Bond Bank) was created pursuant
to Alaska Statute, Chapter 85, Title 44, as amended, (Act) as a public corporation and instru-
mentality of the State of Alaska (State), hut with a legal existence independent of and separate
from the State. The Authority is a discretely presented component unit of the State of Alaska

for purposes of financial reporting.

The Authority was created for the purpose of making available to municipalities within the State
moneys to finance its capital projects or for other authorized purposes by means of issuance
of bonds by the Authority and use of proceeds from such bonds to purchase from the munici-
palities their general obligation and revenue bonds. The Authority commenced operations in
August 1975.

The bonds are obligations of the Authority, payable only from revenues or funds of the Author-
ity, and the State of Alaska is not obligated to pay principal or interest thereon, and neither the
faith and credit nor the taxing power of the State is pledged to the bonds. The municipal bonds
and municipal bond payments, investments thereof and proceeds of such investments, if any,
and all funds and accounts established by the bond resolution to he held by the trustee (with
the exception of the Coastal Energy Loan Debt Service Program, which isadministered by the

Authority) are pledged and assigned for the payment of bonds.

The authority may not issue revenue bonds in excess 0fS50 million in any fiscal year unless the
State of Alaska legislature approves a greater amount.

AS 44.85.180(c) was enacted in 1975, limiting Bond Bank bonds outstanding at any time to
Si50 million. This statute was amended in 1983 and 1984 to raise the limit to S200 million
and S300 million, respectively. Total Bond Bank bonds and notes outstanding as ofJune 30,
2002 are approximately S221 million Thus, the limit on additional bond issuance at this time
isapproximately S79 million.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Authority adopted the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 34, BasicFinnnciai Statements-—and 4 lanagement'sDiscussion and Analysis—for State
am! Local Governments and GASB Statement No. 37, Basic Financial Statements—and\ Inna”ement's
Discussion and Analysis—for State and Local Governments: Omnibus. These standards and GASB
Statement No. 38, Certain Financial Statement Disclosures were applied effective July 1, 2000.

GASB Statement No. 34 establishes standards for external financial reporting and requires that

resources he classified for accounting and reporting purposes as follows:



(A COERNVENIFWEE AND AUND ANANOAL STATEMENTS

The statementol netassets anti the statementofchanges in net assets reportinformation
on all ofthe activities ofthe Authority. For the most part, the effect ofinterhinc! activity
has been removed from these statements. The balance sheetand statementofrevenues,

expenditures and changes in fund balances are provided for governmental funds.

B MEASLRAEMVENT fOOUS, BASIS Of AGCOUNTING AND ANANCIAL STATEMENT PRESENTAIION

The government-wide financial statements are reported using the ecowwic resources
measurementfocus and the accrual basisofaccounting. Revenues arc recorded when earned
and expenses are recorded when a liability :sincurred, regardless of the timing ofrelated

cash (lows.

Governmental fund financial statements are reported using the currentfinancialresources
measurementfocus and the modified accrual basis o faccounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this ourpose, the government considers revenues
to be available if they are collected within 1SO days of the end of the current fiscal pe-
riod. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. |fowevcr, debt service expenditures are recorded only when payment is

due.

The Authority reports the following major governmental funds:

- The generalfund is the Authoritys primary operating fund. It accounts for all
financial resources of the Authority, except those required to be accounted for
in another fund.

- 'Fhe debt servicefund accounts for the resources accumulated and payments

made for principal and interest on long-term debt of the Authority.
The purposes of each of these funds are described in the following paragraphs:

E\RALRND

The General Fund iscomprised ofa custodian account and an operating account. The
custodian account is established to account for appropriations by the State of Alaska
Legislature available to fond the special reserve account. The operating account is es-
tablished to account for tbhe ordinary operations ol the Authority. Moneys are derived
from the following sources: (@) amounts appropriated by the Legislature, (b) lees and
charges collected, (c) income on investments of the Statutory Reserve Account in excess
ofrequired debt service reserves required by bond resolutions and (d) any other moneys

made available for purposes of the General Fund from any other source.

Amounts in the Operating Account may be used to pay (a) administrative expenses
of the Authority, (b) fees and expenses ol the truste l1and paying agents, (c) financing
costs incurred with respect to issuance of bonds and (d) any expenses in carrying out
anv otlvr purpose then authorized by the Act. '1 he excess revenues of the Operating
Account are returned to the State of Alaska.
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Summaty of Significant Accounting Policies, continued

DEBl SRCE fUID

W ithin the Debt Service Fund, separate Debt Service Programs have been established for
each bond resolution to account for the portion of bond sale proceeds used to purchase
obligations of the municipalities and for the payment of interestand principal on all bonds
of the Authority issued under the nine resolutions. Each program is comprised of an 'in-
terest account” and a “principal account,"” both of which are maintained by a trustee. The
receipts of interestand principal from the municipalities and the Statutory Reserve Account
are deposited in these programs and are used lo pay interest and principal on the Authority
bonds. One additional Debt Service Program has been established to account for transactions
not involving bond resolutions. This is the Coastal Energy Loan Debt Service Program.
The Coastal Energy Loan Debt Service Program is not maintained by a trustee. Payments
of interest and principal by municipalities having coastal energy loans are made directly to
the federal government by the municipalities and are accounted for in the Coastal Energy

Loan Debt Service Program.

SIAUCRY REFRE ACTONT

The Statutory Reserve Account is established to account for (a) money available to fund
debt service reserves required by future bond sales tinder various bond resolutions (Custo-
dian Account) and by (b) debt service reserves which have already been established under
various bond resolutions which are to be used in the case of a deficiency in a Debt Service
Program in accordance with its respective bond resolution (reserve accounts). Separate

reserve accounts exist under each bond resolution as follows:

1976 General Bond Resolution - The amount on deposit in the reserve account is
to be the greater of the maximum annual debt service requirement or 10% of all
municipal loan obligations outstanding. The reserve account is comprised of the
ordinary reserve sub-account and a special reserve sub-account. Both are maintained
by a trustee. The ordinary reserve sub-account is created asaresult ol the Authority
increasing each bond issue bv the amount necessary to fund one third of the required
debt service reserve or with a transfer from the Custodian Account unreserved in-
vestmentearnings account. The special reserve sub-account iscreated at an amount
equal to two thirds ofthe required debt service reserve from moneys made available

by the legislative appropriation residing in the Custodian Account.

1990 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

199j Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.



1995 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual deht service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

i m Revenue Bond Resolution - Under this resolution an ordinary reserve account
was created at an amount equal to the lesser of 10% ofthe proceeds of the 1997
Series A bonds or the maximum annual debt service on all Series 1997 A bonds

outstanding under the resolution.

199% Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation
residing in the Custodian Account.

1999 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to tue maximum annual deht service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

2000 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation

residing in the Custodian Account.

2001 Revenue Bond Resolution - Under this resolution a special reserve account
was created at an amount equal to the maximum annual debt service of municipal
obligations outstanding from moneys made available by legislative appropriation
residing i.i the Custodian Account.

Amounts in the Statutory Reserve Account in excess of (a) required deht service
reserves, (b) appropriations by the legislature residing in the Custodian Account,
and (c) income on nonlegislature-appropriated funds are transferred to the Oper-
ating Account. Income on nonlegislature-appropriated funds, representing excess
ofrevenues over expenditures ofthe ordinary reserve accounts and interest earned
on the unreserved investment earnings account is accumulated in the Custodian

Account and is available to fund the special reserve account.
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Summaiy of Signilicanl Accounting Polities, conlinued
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Certain resources set aside for the repayment of the Authority's bonds, net of certain
proceeds from additional bonds issued, are classified as restricted net assets on the state-
ment of net assets because they are maintained in separate trustaccounts and their use is
limited bv applicable bond covenants. Included in cash and cash equivalents and invest-
ments is $26,179,702 of restricted assets. These assets were funded from the issuance of
$7,978,000 ol reserve bonds and a transfer of $18,201,702 of state appropriation.

LONGTERMCBLIGATIONS
In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the statement of net assets.

FUND EQUIly
In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parlies for use for a specific purpose. In the government-wide financial statements,
restrictions of net assets are reported when externally imposed.

INTEREST ARBITRACE RBATE
Bonds issued after August 15, 1986 are subject to Internal Revenue Service income tax
regulations which require rebates to the U.S. Government of interest income earned
on investments purchased with the proceeds from the bonds or any applicable reserves
m excess of the allowable yield of the issue.

INOOMVE TAES

The Authority is exempt from paying federal and state income taxes.

CASH AND INVESTVENTS

The Authority considers all highly liquid investments purchased with an original maturity of
three months or less at the date of purchase to be cash equivalents. Cash and cash equivalents

atJune 5 consist of demand deposits with various financial institutions.

The bank balance of all of the Authority’ deposits with financial institutions are insured by

the Il >IC or collateralized by securities held in the Authority’s name by its custodial agent, A

summary of deposits at June JO, 2002 follows:

Book balance S 7,475,039

Bank balance $ .7.476.035
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Investments consist of marketable debt securities, primarily U.S. Governmentsecurities and are

carried at fair market value. The following is a detail of investments atJune 30, 2002:

Agencies S 3,720,986
U.S. Government securities S 36,881,823
S 40.602.809

The Governmental Accounting Standards Board (CiASB) Statement No. 3requires a disclosure
regarding custodial credit risk to indicate the chance ofloss in the event a financial institution or
third part}' holding the Authoritys deposits or securities fails. Deposits and those investments
represented by specilic, identifiable securities are classified into three categories of credit risk:
Category | - Insured or registered, or securities held by the Authority or its custodian in the
Authoritys name; Category 2 - Uninsured or unregistered, with securities held by the counter-
partystrustdepartment (ifa bank) or agent in the Authority's name; and Category 3 - Uninsured
and unregistered, with securities held by the counterparty, or by its trust department (ifa bank)
or agent, but notin the Authority's name. Category | isthe highest level ofsafekeeping security
as defined by GASB.

At June 30, 2002, the Authortys investments consist of U.S. Government Securities, Agen-

cies, and cash equivalents and are considered to be Category | >defined by GASB Statement
N,3. . . :
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BOND AND NOTES RECEIVABLE

Bonds anil notes receivable by debt service program atJune 30, 2002 mature in varying annual

installments as Follows:

Year ending
June 30

2003
2004
2005
2006
2007
2008-2012
2013-2017
2018-2022

Year ending
June 30

2003
2004
2005
2006
2007
2008-2012
2013-2017
2018-2022

1976
General

S 12,780,000
13,400.000
12.310.000
11.315.000

9.110,000
46.638,000
31.539,000
19,570,000

S 156,662,000

1998B
Horner
Revenue

S 270,000
285,000
230,000
235.000
250,000
620,000

S 1.800.000

1990
Yalttila
Revenue
45,000
50,000
55.000
60000
60.000

390,000
200.000

860,000

1999
Inter-lsénd
Fer
Reveriue

65.000
70.000
70,000
75000
80,000
455000
600,000
450,000

1.808.000

1993A

Anchorage

Parklnclly

Authori
Revenug

845.000
890000
930.000
980,000

3,645.000

2000A
Unalaska
Revenue

390,000
910,000
430.000
445000

1.078.000

19938
Kodiak
Revenue

170,000
180,000
185.000
195,000
205,000
450.000

1,385,000

20008
Seward
Revenue

90.000
90,000
95,000
105000
110,000
635,000
820,000
1,055,000

3.000.000

1993C
Kodiak
Revenue

445,000
460.000

905000

2001A
Ketchikan
Revenue

25,000
75,000
75.000
80,000
85.000
480,000
615,000
290,000

1.725.001)

1995A
Seward
Revenue

145.000
155,000
165,000
170.000
180,000
1,090.000
825.000

2.730,000

20018
Ketchikan
Revenue

25,000
105000
110,000
115000
120,000
710.000
910,000
430,000

2.525,000

1997A
Ketchikan
Revenue

630,000
660,000
690,000
725.000
4.215,000
5,490.000
1,290,000

13,700.000

Coastal
Energy
loan

30.000
30.000
5.400,000
400.000
400.000
1.100,000
1,300,000
2,135878

11.005,878

1998A
Ketchikan
Revenue

1.560,000
605,000
630,000
660,000
685,000

3.930.000
$95.000

8.965.000

Total

16885,000
17.435000
21.345,000
15525000
12.010,000
61.013,000
43,194,000
25,220,878

212.027,878



Included in the general fund is $225,000 of 7.9% bonds received due from the City of Haines
which mature through 2009.

Under the Coastal Energy Loan Program (Program), the Authority issued $5,000,000 1986
Series A Coastal Energy Bonds (Bonds) payable to the National Oceanic and Atmospheric
Administration (NOAA). The proceeds of these bonds were used to purchase port revenue
bonds from the City of Nome. The City of Nome entered ito a tripartite agreement with
NOAA and the Authority effective August 2, 1994 to defer payment to the principal and ac-
crual of interest for ten years. The related loan payable does not r resent a general obliga-
tion of the Authority as it is payable only from proceeds receive*1 ami the City of Nome.
Also under the Program, the Authority issued $6,563,000 1987 Series A Coastal Energy Bonds
payable to NOAA. The proceeds ofthese bonds were used to purchase portrevenue bonds from
the City of St. Paul. The City of St. Paul entered into a tripartite agreement with NOAA and
the Authority effective December 14, 2000 to modify and amend the repayment terms includ-

ing principal and interest.

The related loan payables do notrepresentageneral obligation ofthe Authorin’as they are pay-
able only fro.., proceeds received from the City'of Nome and Sr. Paul, respectively. Payment of
principal and interest on the Bond Bank’s Coastal Energy Bond isnot secured bv a pledge ofany
amounts held by or payable to the Bond Bank under the General Bond Resolution, including

the Reserve Account, and is not in any way a debt or liability of the Bond Bank.
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II0IES10 ANANOAL WAIRVENIS, GONTINLED

LONG TERM UABILITIES

Debt Service Funds

Interest

ISSUE rate
1976 General Bond Resolution Program:

1992 Series A 4.60V6%
City and Borough of Silka
Aleutians East Borough

1992 Series B 3.5%-6.625%
City ol Cordova
City of Petersburg

1993 Series A - first Issue: 3.196-5.35%

Municipality of Anchorage
City of Bristol Bay
City of Kenai
Cily of Palmer
City of Petersburg
City of Seward
City ol Silka
City of IInnlaskn
City of Wrangell
1993 Series A mSecond Issue: 3.8%-4.75%
City of Petersburg
Cily ol Soldotna
Seafirst Bank

1993 Series A« Ihird Issue: 11V5.65'1.,
City of Kelchikan
City of Nenana
City of Seward
Gity of Wrangell
1993 Series B - Cily ol Kenai 3%-5%
1993 Series C - Aleutians Tasl Borough ~ 3.15%-4.85%
1974 Series A 4%-5%
Fairbanks North Star Borough
City of Kenai
1995 Series A 45W7'
City of Haines
Kenai Peninsula Borough
1995 Series B - Cily ol Craig 52%-7.25%
1995 Seilos C ml ake and Peninsula Botough ~ 3.8%-6%
1995 Series L) - Cily of Palmer 5%-6%
1996 Series A 4%-5.5%

City of Hoonah
Gily of Soldotna

Principal
outstanding

685,000

1,000,000

4,570.000

790,000

3.790.000

720.000
200.000
865.000

6555.000

1140,000
2150.000
1.595.000
2.275.000

ALASIM Ml 'NC IPM BOND BANK Al H IORIPi (A Component linll ni Ihr state »i \l.iska)

Statutory Reserve Funds
Ordinary Reserve Account

Interest Principal
rate outstanding

6% S 330,000

6.625% 20,000

3.296-5.8% 855,000

45%-7% 740000

6,0% 510.000



THE BOND BANK V h

Statutory Reserve Funds

Debt Service Funds Ordlnaiy Reserve Account
Interest Principal Interest Principal
ISSUE rate outstanding rate outstanding
1996 Series B - Cily of Seward 4.5%-6.750% S 6,620,000 4596-6.75% S 205,000
1997 Series A 5.0%-S1% 895,000 - -
Lake & Peninsula Borough
Cily ofYakutal
1997 Series B - Cily of Ketchikan 4.596-6% 9,715,000 4.5596-6% 485.000
1998 Series A 7.320,000 5.0 100,000
Cily of Wasilla 4.6396-696
Aleutians Easl Borough 4.6396-5.6393
199S Series B 3.045,000
Cily of Homer 4,096-4,375%
Cily of Cordova 4.0%-4,7596
1999 Series A 4.375%-5.5% 11,540,000  4.37596-5.596 360.000
Cily of Silka
Aleutians Easl Borough
2000 Series A 550-5.575"0 8,840,000  5.596-5.875% 305.000
Cily of Fairbanks
Cily of Cordova
21100 Series B 4,898-6.0% 10,045.000
Cilv of Kaklovik
Gly of Silka
Cily of Unalaska
2000 Series O
Northwest Arctic Borough 4.53-5.75% 21,235,000 5.79,. 610,000
2000 Series D - Petersburg 4.55-5.70% 1,750,000 0.0% -
2000 Series E 4.75-5.375% 14.622,000 5.0-5.37596 473.000
Kenai
Kodiak Island Borough
Lake and Pen-Pod
Wrangell
Nome-School
2000 Series E- Kodiak Island Borough 6.90-9.0% 1.095.000 0.0%
2001 Series A- Northwest Arctic Borough 4.49%-5.0% 15.05501)0 4.496-5.0% 420,000
2001 Series B« Aleutians Easl Borough 3.875%-4.750% 3,550.000 3.87596-4750% 285,000
2002 Series A-Cily or Wasilla 2.596-4.596 14.700,000 2.596-1.5% 755.000
lolal 1976 General Bond Resolulion Fund 156.662.000 6,453.000
1990 Y.ikulut Revenue Bond Resolulion fund T%-7.7% 860,000 -
1993A Anchorage Parking Autliorilv Revenue
Bond Resolulion Fund 31"9559, 3,645,000
1993B Kodiak Revenue Bund Resolution lund 3.3Si-659(i 1,385000 - -
1993C Kodiak Revenue Bund Resolulion Fund 2.85960.996 905,000 - -
1995A Seward Revenue Bond Resolulion Fund 4.85%-7.35% 2,730,000 - -

1997A Ke'tchikan Revenue Bond Resolulion lurid  4.996-5.75% 13.700,000 4.996-5.75% 1.525.000



MASKA M INCIPAI IXONI) BANK Al H 1t iK1V (A Component | nil ol the Stale of Alaska)

NOTES 10 ANANJAL SIAIEABNIS. QDHTTHNIUO
Statutory Reserve funds

Debt Service Funds Ordinary Reserve Account
Interest Principal Interest Principal
ISSUE rate outstanding rate outstanding
199SA Ketchikan Revenue Bond Resolution Fund  4.G%-4.7% 8,965,000
1998B Homer Revenue Bond Resolution Fund 4.0%-4.5% 1,890,000
1999A Inler-Iskind Ferry Revenue Bond
Resolution Fund 5.125%-5.9% 1,865,000
2000A Unalaska Revenue Bond Resolution Fund  4.9%-5.75% 1,675,000
2000B Seward Revenue Bond Resolution Program  4,35-5,50% 3,000,000
2001A Ketchikan Revenue Bond Resolution Fund ~ 4.5%-4.9% 1,725000
2001B Ketchikan Revenue Bond Resolution Fund 4.5%-4.9% 2.525,000
Total Revenue Bonds 44,870,000 1,525,000
Coastal Energy Reserve Loan Fund:
City of Nome port facility revenue bond 8.5% 5,000,000
City of Saint Paul - fuel dock 5.006 6,095,878
Total Coastal Energy Reserve Loan Account 11,095,878
S 212,627,878 S 7,978,000

During the year ended June 30,2002 the Authority's long-term liabilities changed as follows:

Beginning End
ofyeai New debt Repayments of year
General obligation bonds payable S 139,895,000 34,765,000 11,545,000 163.11.,000
Revenue bonds payable 45,835,000 4,250.000 3,690,000 46,395,000
Other long-term debt 11,125.878 - 30,000 11,095,878
Tolal 5 196,855,878 39,015,000 15,265,000 220,605,878

General obligation bonds are secured by bonds receivable and by amounts in the ordinary

reserve account. The act further provides that ifa municipality defaults on its principal and/or
interest payments, upon written notice by tbe Authority, tbe State of Alaska must pay to the
Authority all funds due tbe defaulting municipality from tbe State in an amount sufficient to
clear the default. Loans made under tbe Coastal Energy Loan Program are payable only from

proceeds received from the municipalities to which tbe loans were made.

JiiwW EEl,:;, " s j,1,
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The above bonds mature in varying annual installments and atJune 30, 2002 are as follows:

1990 1993B 1993C

Year ending orC Yakutat 1993 Kodiak Kodiak

lune 30 General Reserve Revenue APA Revenue Revenue
2003 S 12,780,000 330.000 45,000 845,000 170,000 -15,000
2004 13,400,000 225,000 50,000 890,000 180,000 460,000
2005 12.310.000 545.000 55,000 930,000 185,000 -
2006 11,315,000 1,250,000 60,000 9S0.000 195,000 -
2007 9.110,000 - 60.000 - 205,000 -

2008-2012 46,638,000 1,287,000 390,000 - 450,000
2013-2017 31,609,000 506,000 200.000 - - -
2018-2022 19,500,000 2,310000 - - - -
S 156,662.000 6,453.000 860,000 3,645,000 1,385,000 905,000
1999A

1997A 1998A 1998B Inter-Island 1995A

Year ending Kclchlkan General Ketchikan Homer feny Seward

June 30 Revenue Reserve Revenue Revenue Revenue Revenue
2003 S - - 1,560,000 270,000 65,000 145.000
2004 630,000 - 605,000 285,000 70,000 155.000
2005 660,000 - 630,000 230,000 70,000 165.000
2006 690,000 - 660,000 235,000 75,000 170.000
2007 725,000 - 685,000 250,000 80,000 150.000
2008-2012 4,215.000 - 3.930,000 620,000 455,000 1.090,000
2013-2017 5.490,000 - 895,000 - 600,000 525.000

2018-2022 1,290,000 1,525,000 - - 450,000

S 13,700,000 1,525,000 8,965.000 1,890,000 1,865.000 2.730.000

2000A 2000B 2001A 200IB Coastal

Year ending Unalaska Seward Ketchikan Ketchikan Energy Total Total

June 30 Revenue Revenue Revenue Revenue Loan Principal Interest
2003 ¢ 390,000 90,000 25.000 25,000 30,000 17,215,000 9,728,909
2004 410,000 90,000 75,000 105,000 30,000 17,660000 9,286,600
2005 430,000 95,000 75,000 110,000 5.400,000 21,890,000 11.894.53S
2006 445,000 105,000 80.000 115,000 400,000 16,775,000 7,907.055
2007 - 110,000 85,000 120,000 400,000 12,010,000 7,168.983
2008-1012 - 635,000 480,000 710,000 1,400,000 62,300,000 27,647,7>7
2013-2017 - 820.000 615.000 910.000 1,300,000 43,770,000 13,871,525
2018-2022 - 1,055.000 290,000 430,000 1,500,000 28,350,000 3.805.656
2023-2024 - - - - 635,878 635,878 414,122

S 1,675,000 3000,000 1,725,000 2,525,000 11.095,878 220,605,878 91,725.175



NOTE 6

NOTE 7

NOTE 8

HOIES10 ANANOAL STATBMENTS GONTINLED

ADBUSTAENTS

Certain adjustments are considered to be necessary to the governmental hinds in order to present
the Authority's financial position and the results of its operations. These adjustments include
the elimination ofinter-fund payables and receivables. Additionally, bond proceeds are reported
as financing sources in governmental funds and thus contribute to the change in fund balance.
In the statement of net assets, however, issuing debt increases long-term liabilities and does
not affect the statement of activities. Similarly, repayment of principal is an expenditure in the
governmental funds, but reduces the liability in the statement of net assets.

BANK OF AVERICA SETTLEVENT

During 2002 the Hond Bank received a payment of S2S7,172 as its share of a settlement made
between Bank of America, the State of Alaska and various municipal bond issuers in the state.
The settlement was reached in a dispute concerning Bank of Americas handling of certain

unclaimed bond payments during its tenure as the bond issuers’ paying agent.

The Bond Bank subsequently entered into an agreement with the State whereby the Bond Bank
remitted its settlement of S2S7,172 to the State in return for the States promise to indemnify
the Bond Bank against any future claims made against the Bond Bank in regard to unclaimed

property resulting from the bond offerings covered by the settlement.

SUBSEQUENT EVENT

Subsequenttojune 30,2002, the Alaska State Legislature appropriated approximately 5700,0000f
Bond Bank funds to be used during 2003 to meet the operational needs of the State of Alaska.
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HOONAH *
(population 900)

School Gymnasium Construction
) / / 1

Hoonah's old gymnasium was so small that many sports fans
had to watch basketball games standing out in the hallway.
Also, there were safety concerns becausp some sports equip-
ment had to be stored on the gym floor. To build theirnew
gymnasium, the City of Hoonah put together aloan package tha’
included SI million from the federal Department of Agriculture,
Rural Development Office, and SI million from the Bond Bank.

Interest rate on the Bond Bank financing was 4.4% and the pay
back period was ten years. To fepay the Bond Bank, the Oty pledged
the use of future revenues from tbfc National Forest Receipts pay-
ments received annually from the Forest Service. The City also pledged
access to its S500,000 permanent fund if necessary.

"We Found the Band Bank's attorney's visits to the community and
presentations to community officials to be very helpful."

Bonnie Skaflestacl, Business Manager
Hoonah School District '

What 1IsO@ht
Financing?

Debt financing means borrowing money long
term to accomplish a goal. Title 29 of the
Alaska Statutes allows municipalities to use debt
financing (bonds) to builo or renovate commu-
nity facilities and infrastructure. The purpose of
this booklet is to introduce this financing tool
lo Alaska's smaller municipalities who may have
little or no experience with debt financing. In
particular, the financing opportunities available
through the Alai .a Municipal Bond Bank
Authority are described. A number of other
sources of debt financing assistance are also
presented at the bnd of this booklet.
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PROJECT* CANHAPPEN SOONER

Projects which demonstrate local financial
commitment are more likely to'receive higher
consideration in state and federal grant se'eclion
programs. Instead of'waiting year after year for
that water, sewer or transportation facility grant,
the community could increase its chances by
showing local financial commitment through
debt financing. .

AFAST WAV TOGETFUNDING

A municipality can gel funding through a
bond sales process relatively quickly. Funds
are usually available to the municipality within
several months of beginning the bond sale
process.

SR

When grant funds are not enough to build
the project, debt financing can close the gap.

Con.mitting to debt financing at the outset of the

project can leverage other sources of funding lo
the project.

ESTABLISH YOUR

(AR

Slate and federal capital
project funding programs

wtipopuliation 1&8

General Fund
capital
Budget
(In ~Millions) 1€

£
o L< oy, 308

General Fund Capital Budget and Alaska Population — 1981-1998

are drying up. Alaska's

municipalities will need to

look elsewhere fo. project funding Gaining
experience and a track record with debt
financing will open more doors for financing
future projects. This can also heip establish a
good credit rating for your community's
future.

A IVAY TOBUILD PROJECTSNOT

COVERED BY TARGETED
FUNDING PROGRAMS

Because of declining funds, capital project
funds available from stale and federal agencies
are being targeted at priority projects like water,
sewer and roads. Debt financing can provide
communities an alternative funding source for
oilier kinds of construction projects.

1S YOUR MUNICIPALITY READY

FORDEBTFINANCING?

While deht financing provides an opportunity to
fund community capital projects, it may not he
the right thing tO'do in ev ry community. Unlike
a grant, municipalities must pay back the loans ’
they receive, usually in regular payments over a
period of 10 to 20 years. Municipal officials need
to he clear about the financial condition of Ihcir
community, the'ahility ot the municipality to
maintain future payments, and the risk which
debt financing may icprcsent for future
municipal budge's. S' df ut the Bond Bank can
work with municipal officials to hJp them
understand if deht financing is right for the
community.
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saftiz POINT - AIEUTMNS EAST BOROUGH
(population 808)
Airport Coinstru ction

»

In 1985, the City of Sand Point received a state grant to design a new
community airport. The condition of the existing airport was consid-
ered a safety hazard. In 1989, residents of the newly formed Aleutians
'East Borough voted to pass a bond proposal which included approval to
seek load financing for the Sand Point Airport.

The majority of the $11 million needed to build the airport came from
Federal Aviation Agency grants. The state also kicked in a small amount
but it was S2.25 million borrowed through the Bond Bank that was the key
to completing the project and meeting k federal requirement for local match-
ing funas. The interest rate on this loan varied between 4.6% and 6% to be
paid off over ten years. The borough used fish tax revenues and a pledge of
access tc its permanent fund to provide for repayment of the bonds.

"The Bond Bank gave us the aii'lity to make this projecthappen.”

Bob juettner, Administrator,
Aleutians East Borough

! = A

What iIsthe

Alaska Municipal Bond

The Bond Bank is a public corporation created
by state law. It was created to assist Alaskan
communities in financing capital improvement
projects such as schools, water and sewer
systems, public buildings, harbors and docks.

The Bond Bank was created because many
Alaskan communities are at a disadvantage

in the tax-exempt financial markets. They may
not have a credit rating, may have low bond
ratings or, although credit worthy, have little or
no experience in the finance markets and have
not established a financial track record.



Bank Authority?

Consequently, when these communities try to
borrow money, they have to pay high interest
rates because they represent an unknown risk to
lenders. They also need to hire expensive
consultants to put together and prom'ote a bond
proposal package. The Bond Bank helps
municipalities get past these hurdles by working
closely with them to provide the legal and
financial expertise needed to develop the most
financially advantageous financing programs for
community projects. Most importantly, the Bond
Bank provides municipalities access to low
interest financing for capital improvement
projects.

Advantages ofraing the Bond Bank fos*
eespital project financing:

WWERIENCE IN THE

As state and federal funds dry up, municipalities
will need to turn increasingly to debt financing
for local projects. The Bond Bank is organized to
work closely with inexperienced municipalities to
help them gain experience in the financial
markets and establish a positive credit history. -

ANRGAT AboRs™

The Bond Bank retains the services of professional
financial advisors whose expertise is made
available lo municipalities to assist them in
determining the community's economic health
and level of risk.

GET OBJECTIVE ADVICE

Unlike private professionals in the bend sales
industry, the Bond Bank does not stand to profit
from a community's bond sale activity.

LOWER INTEREST RATES

Tax-exempt financing through the Bond Bank
can provide low interest rales, below what the
smaller municipalities could get on their own.

SIMPLIFIED PROCESS

The professional staff at Bond Bank works w’ith
the municipality at each step of the debt financ-
ing process to ensure that all steps are properly
carried out. The Bond Bank believes this service is
the primary reason the Bond Bank has been so
successful.

MINIMUM CLOSING COSTS

In many cases the Bond Bank is able to reduce
certain costs of issuing bonds, such as official
statement printing and trustee/paying agency
fees.
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Prince of Wales Island
Swimming Pool

The communities on Prince of Wales Island are
oriented towards the sea with many residents
involved in commercial, subsistence and sport
fishing. However, until recently there was no
suitable place for residents to learn the basic water-
safety skill of swimming. The City of Craig took the
initiative to build a community"swimming pool. Now
residents from all over the island come to Craig to learr,
* how to swimt.

>To build this project, the City starttd with $700,000 of
its own savings, then added >1.5 million in debt financing
through the Bond Bank. The City held an election in March
to gain local approval for the bond sale — by June of that

year, the City had its funding and the project was underway.

Interest ate for the bond fundi was about 6%.

»

"The BondBankprovided usasimplified, economicalway to access
bond financing and tins allowed us to pay our own way for this
project.” ,

\Y
Tom Briggs, Manager, City of Graig

HOW the BoneS Bank

w orks

The Bond Bank sells its bonds on the national
tax-exempt bond mark I'arid uses\he proceeds
of the sale to purchase the bonds of Alaska  »
municipalities. Because the Bond Bank has a high
investment grade bond rating, it can borrow
money at lower interest rates than most Alaskan
municipalities. This low interest rate is passed
through to the municipalities.

As municipalities pay principal and interest to the
Bond Bank to liquidate their debt, the Bond Bank
uses these payments to liquidate its debt to its
bondholders.

Bonds issued by the Alaska Municipal Bond Bank
Authority are obligations'of the Authority and
payable only from the revenues of funds from the
Authority. The State of Alaska is not obligated to
pay the principal or interest; however, the State
has pledged its moral obligation to the mainte-
nance of a debt service reserve for the majority of
the Bond Bank's bonds.



